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Statement as of December 31, 2007 of the Blue Care Network of Michigan

ASSETS

Current Year Prior Year
1 2 3 4
Net Admitted
Nonadmitted Assets Net
Assets Assets (Cols. 1-2) Admitted Assets
1. BONAS (SCHEAUIE D)..oovverreercerncereesseeseeesseessessssessssessssesssssssssssssssssessssessssssssssssnnes | onssssnseens 144,836,970 | ..oovvereerererneeirneeernnnes | e 144,836,970 | ......evevnn.. 44,402,562
2. Stocks (Schedule D):
2.1 PrEferred SIOCKS. ......cvuieecieiriiirieriseereec et ensesnsssninenen | siessnenssenieninensessessens | sersessssenesness e | sereesiesess e (U RN
2.2 COMMON SIOCKS.....cvveurermrrerrrireiseresesisessesssesssseesesessenssesssssssesesssessssssssees | covseesssncseons 8,370,124 | ...cvvvrene. 3,874,760 | ..ovevvvrnenn: 4,495,364 | ...oovovvvri 2,105,084
3. Mortgage loans on real estate (Schedule B):
BT FIISHIENS ..o [ s | s | e (U O
3.2 Other than firSt lIENS.........ccuciuiiricceriesiessrsssssssi e neisseessessnes [ ereemnesnesinesinessessessens | sessessssnssssssnsssssssnessnesens | sesenesenessessessesseessens (U OO
4. Real estate (Schedule A):
4.1 Properties occupied by the company (less §.......... 0
ENCUMDIANCES)...o.cvvviririseiieissteie st ssss st esses s ssesssssessesssssssssessenss | svsesssssssssessssssssesssssesses | sessessssssessesssssessessssssnsss | essessssssessssesssssessesens (O
4.2 Properties held for the production of income (less §.......... 0
encumbrances)
4.3 Properties held for sale (Iess §..........0 NCUMDIANCES).........c..oovververvecieerreieenes | cerveeeseseeseesieesieesiessias [ eveesesseeesesssesssenssessieens | sveerieeriessessessieesieenQ [ oo
5. Cash ($.....(15,042,016), Sch. E-Part 1), cash equivalents ($
Sch. E-Part 2) and short-term investments ($.....522,935,163, Sch. DA).........cccoeervvveres | veerreenen515,981,.372 [ oo 0000 515,981,372 | .. 525,217,003
6. Contract loans (including $..........0 PrEMIUM NOES)........coueveeveereereieeieeeieeeieenececeeneeeses | cerveeesieeseeseeseesiessiesnans [ eoeeriensesseessssseessenssenns | soenreesiessessiessiennenniQ [ eoveeiiensceesiessiee e,
7. Otherinvested assets (Schedule BA)..........ccccoveeevveceneeiereeseesseveseseseessssssesessesens | evnrrerennens 10,835,625 [ v | 000, 70,835,625 | ... 67,828,768
8. Receivables fOr SECUMLIES...........cccuviiiiciieiiieie s senes | ceviesisssisssesssisssiesssssens [ coresinesinesiesesesssnens | e (U PN
9. Aggregate Write-ins fOr iNVESIEA @SSELS........cuvvererrrrrrnrireieiseerresssreresessessessssesessssssssessnns | ersssissssssssssssssssssssessad [ [P {018 I 0
10. Subtotals, cash and invested assets (LINES 110 9).....cccvevevirrieieieeeeeeseseeseeses | e 740,024,091 | cooovvvrrne 3,874,760 | ............. 736,149,331 | ..ccvvevn 639,553,417
11. Title plants less §.......... 0 charged off (for Title INSUFETS ONIY)........cvererrienrerrireirerinririneens | cernnereenensessesiressnssnees | seessessessssesssssssssesssssssess | eeesssssessssnsssnssessesens (01 ST
12.  Investmentincome due and @CCTUEM..........c.cocuniiiiiiiniinciinciiciessiesisissessssees [ creeiesiinnnes 8,233,717 | oo | e, 8,233,717 | oo 6,680,380
13.  Premiums and considerations:
13.1 Uncollected premiums and agents' balances in course of collection............ccccceees | ceverrevirennee 9,633,927 | ovvvveeieieine 29,051 | e 9,604,876 | ..cooevvrren 8,546,613
13.2 Deferred premiums, agents' balances and installments booked but deferred
and not yet due (including $..........0 earned but unbilled Premiums)...........ccoevveeee. | covvvererreiereeeneeeeeereieneies [ oo | cveesriiessiesessesssennens 0].
13.3  AcCrued retroSPECHVE PrEMIUMS.........cueverurireeireeeneeseeseissssssesssssssssssessssessssssesses | sesmssssessssssssnssssessssssnsses | sessesssssessessssssssessansnsss | sesesssssssessssessnssessasens (01 ST
14. Reinsurance:
14.1  Amounts recoverable from FEINSUIES...........cccivueveuivriieieieeese s sessssssesesnss | ceviesisssssesesssssssessessssesss | cevresessessesesesssssssesssssnss | sressesesssssssesessssessenas (O IO 65,993
14.2 Funds held by or deposited with reinsured COMPANIES.............cccveeienieeriineeinees | e | e | crererieeesee s 0 [
14.3  Other amounts receivable under reinSUranCce CoNTaCES............cvwurveriercrinerininns | reriermenisssnersensesiesens [ e | s (U OO
15.  Amounts receivable relating to UNINSUTEd PIANS..........ccoevvcieieineiiesiesseesesssessssens [ s | s | e (O
16.1 Current federal and foreign income tax recoverable and interest thereon...........ccccccvvvees | eoververeieiieiesieiesesiies | e | e (O SRR
16.2 Net deferred taX @SSEL...........vimrirrireicerrsseeresesnes s essssssssesssses | sreessssessssessesssssssssesssns [ cosmeessesssssssssessnsssenes | sesnersnnessessssssenens (U OO
17.  Guaranty funds receivable OF ON dEPOSIL...........ceieviieieiecseieee et seseis [ reressssesessssesie s ssesessens | seessssessesesessssessessessssens | soesesissessessesessessesaens (O ORI
18. Electronic data processing equipment and SOftWare............cccocvveverreivereeerieeerseesesnnns | coveveveinnnns 10,104,146 | ....ovveeee. 7,861,387 | ccovvere 2,242,759 | coooverrrnn 2,172,694
19. Furniture and equipment, including health care delivery assets ($.....1,002,325)............ | coevvrrrrncee. 6,578,111 | e 5,575,786 | ..ccvovrerrnnne 1,002,325 | ...ccovvvnvee. 1,457,130
20. Net adjustment in assets and liabilities due to foreign exchange rates...........c.occeveeee | eovevereeieiceeeseiseeinsiees | e seeeens | evereeeeeses e 0].
21. Receivables from parent, subsidiaries and affiliates............cccoccvvvereeverierineveiieeseeeiiens | e 11,493,361 | .ocvvvverrne 2,003,485 [ ..ccooverrrne 9,489,876 | ..ccvvvrrenn 9,099,253
22. Health care ($.....18,521,644) and other amounts receivable..............co..oeveeveeererereenerennns | eevereiererenns 22,222,688 | ...ocvvrrrrnn 3,701,044 | ... 18,521,644 | ................. 7,825,018
23.  Aggregate write-ins for other than invested assets...........cocveeinreecseseeensees Lsersneiens 2,865,330 | .o 2,807,464 | ..coooviinn. 57,866 | oo 0
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LINES 1010 23).......cuuvvrmeeerecerreeseeesneeeseesssessseessseesssesssssssesssssssssssssnas | svseeesseees 811,155,371 | covvvveenn. 25,852,977 | ..ocnenenn 785,302,394 | ............ 675,400,498
25. From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNtS...........cco. | ceveeveecrreriereeenciseiesseins [ e | e, (01 TN
26. TOTALS (LINES 24 @NG 25).......c.cvorreereeerieeeisseeneeeseeessessseessssssssesessesssssssssssssssssssssssnns | svsneeesnces 811,155,371 | .covovvveene. 25,852,977 | ............. 785,302,394 | ............ 675,400,498
DETAILS OF WRITE-INS
0901, eoeeteeerseees sttt sttt enes | sestsesssnessenssssentsansstnns | onnestnestenesssnsssnnntenssns | eeees et enenaas 1 O
0902, oottt n st | senssenssnensensss st enstens | rnenstenni s enntennens | e s (U OO
0903, oottt R bt | sentsesssnensesssssentnnsstnns | connentsentenesnsessnnnntnenens | et 1 T
0998. Summary of remaining write-ins for Line 9 from overflow page........c.cccecvevvvveveevvneees | v (01 (01 U (01 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LINE 9 @DOVE).......cuivuieiieirienieniissienisiessisiesnes | e (1 [P (1N I [ P 0
2301. Due from University of MIChIGaN...........cccoviveveirireieiietieeee st sesssssesssssnsns | ervesssssesnsnenns 892,310 | covevererrrrins 892,310 | veveveerereereeee s (01 ST
2302. Prepaid EXPENSES. .....c.vuivieeisiiiteseieiessese st sse b s e sse st sss st s sessessesanses | ensessesesinaas 1,809,937 | .cverrreee. 1,809,937 | oo (01 SRR
2303, VENICIES......ooverrrvirrireiierieri et sss st ssssessesssssssssessses | svesssesssnesssseeens 71,618 [ e 71618 | oo 0.
2398. Summary of remaining write-ins for Line 23 from overflow page..........ccccoeeevveveeevrivenes | cevieieiiiiiienns 91,465 | .o 33,599 | v 57,866 | oo 0
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 @DOVE).......vvwrisrernsreimrressiensrrsrsssernes | covverssreenees PR CRRCKIV [ 2,807,464 | oo, 57,866 | .ooovrersrriirriinrind 0

Prior year amounts have been changed to reflect merged balances.




Statement as of December 31, 2007 of the Blue Care Network of Michigan

LIABILITIES, CAPITAL AND SURPLUS

Current Period Prior Year
1 2 3 4
Covered Uncovered Total Total
1. Claims unpaid (less $.....9,520,434 reinsurance Ceded).........c.ovvwmmremmrenerenreeneeenrennes | ceverenrinnns 281,609,762 | ..vvveervrerreereereerenereenes | e 281,609,762 |...ccevveee 256,295,266
2. Accrued medical incentive pool and bonus amounts 72,590,359 | oo | e 72,590,359 | .oovrvirerrnns 64,477,403
3. Unpaid claims adjustment EXPENSES..........c.ccucuiuirereririeieeereeese s sessssssesessssenes | cevsesisssssnnees 10,579,858 | ...oovveevereriiererieieiieiees | e 10,579,858 | ...cocvvevrreenn 6,748,878
4. Aggregate health POIICY IBSEIVES..........cvuiveveeierieieiere et sssssssnnes | evsesessssssenens 5,717,188 | oo | e 5717188 | coeverrnn 5,004,704
5. Aggregate life POICY FESEIVES.......ccvruiuiirriecreereeesissiseissssssesessissessssssssssssssssessssessanes | sessessssssssnssnsssssssssesssnsnss | sesnsessssssessnssessessssssnssesss | sessssssessssssnsnssessansnsssens [0 U
6. Property/casualty unearmned Premilm MESEIVE...........ocvrureeererrerneenrersesereseeessesssssnessns | seesessnsesssssssnsssssssssesssnssnss | sesmseseessssessnsssssessnsssnssnsss | sessssssesssssssssssessanssssens [0 U
7. Aggregate health Claim MESEIVES..........corrrerieircirriec et esssseesessenes | seeeessssssessssesssssssssessnssnnes | eeresseesneseessssnsssssssssnssesse | sesseesneessssessnsssesssssnnsnessQ. [ erereesmssessnsseesssessesnesseens
8. Premiums recived in @AVANCE........cccucuiveieerciisiieicieeiese et sessessesnns | cressessssssinaas 37,397,515 | oo | e 37,397,515 | oo 39,193,435
9. General eXpenses dUE OF ACCTUBT...........cevuevcvereieieieeieeiseseee et seessssenss | cressessssssinnes 39,807,245 | ..o | e 39,807,245 | ..cocvvirr 35,419,324
10.1 Current federal and foreign income tax payable and interest thereon
(including $
10.2 Net deferred tax Hability..........cco.ocvecerrieiese et sssssssaes | creveesessssssessesssssssesssenses | ersseesssissessessssessesssssenes | cveessesisssssessssssessesessenes [0 U
11.  Ceded reinsurance premiums Payable............cccevevverererrreieiieisseeseeseesesesessessesssssens | coeereresiesensenes 2,144,300 | ..ooovvveeeeeriereeeeereeeenens | e 2,144,306 | ..ovvverereeeeeeeerne
12. Amounts withheld or retained for the account of Others...........cccccvveevererreinerneniinens | v 2,307,417 | oeveeerrerereeneesiesrenes [ vevereeniseeeiens 2,307,417 | oo 2,611,350
13, Remittances and items NOt AlIOCALED..........c..rverrreerierrrirereeriseceseneseresssesssesseees [ sevesneesssssssssssssssssssssnsess. | soveesnsessssssssessnesssssssnnes | seessssssssssssssssssnsssssesns O
14.
.................................. (U R
15. Amounts due to parent, subsidiaries and affiliates............ccccrurernrerverinerennerinnecnenns [ rnrerinenernei2,150,085 | oo [ e 22,150,065 | ....corvvrrennc 13,316,305
16, Payable fOr SECUMHIES. ..o | cevesiesiesissesnsssssnessneses | ervesisssnsesssinesnesnesnens | s seseseese 0 [
17.  Funds held under reinsurance treaties with ($.......... 0
authorized reinsurers and §.......... 0 UnQULhOMZEA IBINSUIETS)........oeeveeeevreeerereeiesiereess | e seessssssenes | cersssesesiessssesessessesssssess | eveseessssssesesensessesessenes (1 S
18.  Reinsurance in UNauthONZEd COMPANIES.........ovururrereerrereireeereereiseesneisessessssssesessesssees | sevsessssssnssesssssssssssssssnssess | sesessssessssasssssssssesssssessenss | esssessessessssssessesssnsnnssens [0 U
19.  Net adjustments in assets and liabilities due to foreign eXchange rates..........ccccvceees | vevrrrriinenrnnirninrneiines | eerrereessensnsssesssiesenes | reereeeessssnsesssessnsesessens (01
20. Liability for amounts held under uninsured plans
21.  Aggregate write-ins for other liabilities (including $.....2,077,779 current)...........ccooevees | covvoriveennnnne. 65,835,854 | .o (U] I 65,835,854 [ ..o 57,420,047
22, Total liabilities (LINES 110 21).....ccurerereereeereeeeseeseeessseeeseeessseessseessseessssessssessssesseness. | coveessesssnees 541,192,674 | oooooeeeeeeeenne (U S 541,192,674 | ...ovvvvreenns 480,664,858
23. Aggregate write-ins for special SUPIUS fUNS...........ovrurrireerrerninrnere s [ ceereeneenns ). 0, SO ). 0.9, SN ISR (01 IR 0
24, Common Capital StOCK..........ccevueviviericiciceee s sens | oerenaesenas 9.0, G I )00 GO U 10,000 [ .ooiviieieiree. 10,000
25.  Preferred Capital SIOCK..........curuierieriiirereieieseeeeeeise e ssseeessentnes | ceeeesenes 90,0, SO XXX cviterereens | e [ oo
26. Gross paid in and contributed SUMPIUS............ccccvevivrireieicieese e | ceveniesaenns D9, G I )., GO ISR 15,643,045 | ...cccovevneee 15,643,045
27, SUIPIUS NOES.....ouveiecircireireteee sttt ss bttt bt ssestnsentenss | seeseesessae )0, 0, SO N XXX cteevereiens | e [ e
28. Aggregate write-ins for other than special surplus funds.............cocererennencnennecneonns [ cevrirneenee )0, 0 SO ). 0.0, SN ISR (01 IR 0
29.  Unassigned funds (SUMPIUS)..........ceeruererecemmeemmmeesmerireessessseessssensssesssessssessssessssssssnes | soneesennees ) 9.9, T IR ). 9.9, Y IS 228,456,675 | ....ovvvvvnecn 179,082,595
30. Less treasury stock at cost:
30.1 .....0.000 shares common (value included in Line 24 §.......... (1) USUSTRTSRRRINN VSRR 9.9, CRRI I XXXt [ e [ e
30.2 .....0.000 shares preferred (value included in Line 25 §.......... (1) IEUSSRURRRRROTI [FOROROO 2.0, 0, ST XXX viiersreiens [ oo | eeeessiessesessessess s snsensenaes
31. Total capital and surplus (Lines 23 to 29 minus Line 30)........cccceueeurervererreeirerenreieens [ cevveieinans 9.9, G I )0, G [N 244,109,720 |..coocvevrnne 194,735,640
32. Total liabilities, capital and surplus (Lines 22 and 31)..........cccocuvrerevrvererrerreriensereens | cereereneaes 209, ST [ 0.0, T [ 785,302,3%4 |................ 675,400,498
DETAILS OF WRITE-INS
2101. Accrued Post Retirement BENES.............covceecririvinerierincrinisesesmesessenisessses | ceseeriessssend 48,648,360 | .....ooveerierrireireireireines [ e 48,648,360 | ........conee. 44,098,896
2102, ACCTUEH PENSION.......oovvrmrvernrirersiereseriseesseessesssessseessss s ssssessssesssesssssssssesssssnnes | sesssssnessssnens 14,701,817 | oo [ e, 14,701,817 | oo 10,996,699
2103. Employee Health Insurance accrued payable...........ccccveueierevcirenieeseseenesseniens | cevvereieissienees 2,074,779 | .ovevereieeeeieieieniies | e 2,074,779 | oo 2,023,039
2198. Summary of remaining write-ins for Line 21 from overflow page 10,898 | 0 ...410,898 ...301,413
2199. Totals (Lines 2101 thru 2103 plus 2198) (Line 21 @boVe)......covcvevsiiriiiceniiriisiieiins | e 65,835,854 | ..ovooviiniiiiin) (O 65,835,854 | ..cccovviieenne 57,420,047
2301, Rt | eentaenins ) 9,9 Y R XXX reevirerviees [ eeeviermnesrinesnneneseeenes. | oo
2302, Rt | enetienins ) 9.9 T R XXX oreevirerriees [ eevvierrinessinesnnneneseeenes. | oo
2303, st | eentaeeens ). 9,9, R XXX rvvviereiens [ erereenrinessinesnesesseenes. | oo
2398. Summary of remaining write-ins for Line 23 from overflow page..........ccccoeevevervennenes | covverenen. )0, 9, SO I ) 0.9 S
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 abOVe).........ccovvrevecrercersisirieines | corvrrerees D00 S P 0.0 S [P (01N I 0
2801, st | enetaeneens ). 9,9, R XXX orerierviens [ erereerriesessesnnenesssennes. | covessnesssessiesesssssesssenes
2802, et | eretaeneens ) 9,9, R XXX rerirerriens [ ererieemiesesnesnessesssennes. | covemneeesessiesesssssesssenes
2803, st | enetaeneens ) 9,9, R XXX oreviereiens [ erereerrinesesnesnnensesesennes. | coverneessesssssessssseessenes
2898. Summary of remaining write-ins for Line 28 from overflow page...........ccoevvvevvcvrceens | covvevernnn. .00 G I XXX
2899. Totals (Lines 2801 thru 2803 plus 2898) (Line 28 abOVe)........cocivrerreiversiisreisiisisnsinees | oreniennens 0.0, S 0,0, TN [P RRN (01N I 0

Prior year amounts have been changed to reflect merged balances.




Statement as of December 31, 2007 of the Blue Care Network of Michigan

STATEMENT OF REVENUE AND EXPENSES

Current Year Prior Year
1 2 3
Uncovered Total Total
1. MeMDET MONENS.......oiiiiii bbbt | sbsenessne e XXX orvenrisniinnns | rereneniseninesisenis 7,564,671 | .o, 7,625,979
2. Net premium income (including §.......... 0 non-health premium iNCOME).......c..cvivviereireieiseieieeieesies | coerseiisinnens ) 0.9 ORI VRN 2,150,301,539 | ....cocveernnee 2,031,089,454
3. Change in unearned premium reserves and reserve for rate Credits...........oevviereevreeiieiesesiieiens | coereiieiennns XXX oevvreereinns | e (712,483) | oo 1,710,440
4. Fee-for-service (net of $.....9,485,949 MediCal EXPENSES).........cc.ccverrerrerrrerieeisssiessessessessssssssannns | eeviisssnssas XXX oevereiereinee | e (1,720,089) | ...ooovveverirrrinns (2,299,049)
B RISK TEVENUE......ceeuoeeescceteeti ettt bbbt | wisnenssseees D99 SN IS 3,930,513 | covveoeerereerernnaes 3,745,605
6. Aggregate write-ins for other health care related reVENUES..........cccocvvveveeieiecesieesseneessenens | covenrieriene e XXX | evveessnieiessenenneene D AT | e 142,150
7. Aggregate write-ins for other non-health revenues......
8. Total revenues (Lines 2 to 7)........

Hospital and Medical:

9. HoSpital/MediCal DENEFIS............cvvuurririiiriieieirec et esssens | ceseerisneessesssessssesseeresisenssees | eessessinenesnes 1,284,097,817 | coooovvvverrenne 1,198,039,606
10, Other ProfeSSIONAl SEIVICES.........ccveveviriieiieereiereiet ettt bbbt bbbt s s bbb bessebesans | sessebessstesssssessssssessnsesessnsnsanas | svessesessssesesssseens 51,006,325 | ..ooooverriireinn 49,918,608
11, OULSIE FEFEITAIS........cooeiiii bbb | s essenns | essiessisssisnsisieas 60,005,229 | ....cccovvviiinnnd 62,976,625
12, Emergency room and QUE-Of-GIBa.............cceuiueuiiireieiie st s s ses s b sssaenes | sessssssessesesessssesssssesessesessssnses | stesessssesssssesns 122,467,328 | ...ccvvvererne 98,261,399
13, PrESCIPHON ArUGS......vucviieireiiicesiccte ettt bbbt s s s sae b ssntenes | sebssesessetesesssesssssesessesessnnas | sbesessesesssnsesans 295,827,683 | ...coovererrnen 296,339,527
14.  Aggregate write-ins for other hospital and MEICAL.............cccviviiiiiieies e sreies | seererrerere e [0 T 2,765,981 | .o 2,260,363
15. Incentive pool, withhold adjustments and boNUS @MOUNES............c.cccuiiiieiiceecc s [t eneressnssens | evssesesssesessssenas 57,420,241 | oo 50,788,366
16, SUDLOAl (LINES 910 15).....uuieueririeiciiereiceieri ettt srenes | eesssnessesss st ene s (U A 1,873,590,604 | .......ccovevene. 1,758,584,494
Less:
17, Net reINSUIANCE MECOVEIIES..........cuuuiiiiiiiici bbb |t sssnnes | onssssssssssssssssneas 13,034,942 | oo, 6,372,482
18. Total hospital and medical (LINES 16 MINUS 17)......c.cvuiveierireireieieeeese s esisse e ssstes e sessssseses | sesssssesssssessssessssssssessesnsn (01 I 1,860,555,662 | .......ccevnee. 1,752,212,012
19, NON-NEAIH CIAIMS (NBL).....u.veiveciieieicteces ettt ettt bbbt s s s sntens | assessessessssessessssansessessessssassens | sressnsssessesnsnsessesasssssassessesans | sesssessessesssessessssnsasesssessnsanees
20. Claims adjustment expenses, including $.....59,947,043 cost CONtAINMENt EXPENSES.........ccecverveeverees | ceverrerereeissnsssssessisssssssssssssens | eeveessssssssenssessens 88,186,400 | ..ooccevvvrererrrnes 78,326,005
21.  General administrative expenses 186,850,646 196,840,660
22. Increase in reserves for life and accident and health contracts including §.......... 0
INCrease iN FESEIVES fOF I8 ONIY)........ovururrieerireirriseeneisiesess st et ss e st ess s ssesssnssessensas | stessessensasssnssassanssessessanssnssases | sfesssnssessasssnssessanssnssessanssnssnsss | sressansnssessanssessassanssnssessnssnens
23. Total underwriting deductions (Lines 18 through 22)..............cueveuiviieeieieieieeeeseeeesseesesesvesiesees | ctirissssesesssssesssessssiese s {01 2,135,592,708 | .....cocvvnne 2,027,378,677
24.  Net underwriting gain or (10SS) (LINES 8 MINUS 23)........curveererrurrererneereersseesessessesessssessessssssssesssesssssees | ssssesssssssenss XXX oorrereenmenennen | e 16,264,250 | ..o 7,009,923
25.  Net investment income earned (Exhibit of Net Investment INCOME, LINE 17).........cccueveicririeieiveieins [ | cevvevesesessesseseens 33,188,030 | ..oovvcvcriian 38,119,544
26. Net realized capital gains or (losses) less capital gains tax of $.......... 01ttt nieens | et | esrennensennesneensse e 482,137 | oo 36,093,252
27.  Net investment gains or (I0SSES) (LINES 25 PIUS 26)..........vuurererierrereerrerneereieeseeneessessssesesessesssssesssnses | sressssssssssssssssssssssssssssessesad [0 I 33,670,167 | .ovvovscrcninnes 74,212,796
28. Net gain or (loss) from agents' or premium balances charged off [(@amount recovered
$.....91,697) (amount charged off §.....147,799) . ... rvvurrreererreesreeessneeessssesssssssssssssssssssssssssssssssns. | srssessssssesssssssssssnsessssnnessssanees | ssnesessssmmessssnnsssssanees (56,102) | ..ovvereerreeereeens (148,005)
29.  Aggregate write-ins for other iNCOME OF EXPENSES............vverrverreriirereieseeeseeriseseserseesssssssessnenes | ermsssssssssssssssssssssssssneedd | eonsenssesssssnsnssessensnssesesdQ | ooeressssessssssssssesssnes (1,000)
30. Netincome or (loss) after capital gains tax and before all other federal income taxes
(Lines 24 plus 27 PIUS 28 PIUS 29)........cuuurermerererereerieeeseesissesssesssessssessssesssssssesssssessssessesssssssssns | sevsssssssaseees )90, ST SR 49,878,315 | oo 81,073,714
31.  Federal and foreign inCOME taXes INCUITEA............covuevviieuiieeieieieeisiseeese ettt ssbensens | eressssssssnans XXX oo | e 31475 | e 31,541
32, Netincome (10Ss) (LINES 30 MINUS 31)......cuiveieiriiiiiiieieisetesei et b st ssessssensens | sressessssssns XXX oeverinveiies | v 49,846,840 | ...cooovvcreererne 81,042,173
0601.
0602.
0603.
0698. Summary of remaining write-ins for Line 6 from overflow page.........cccceeeieierisieeieeieeeessesenns | cveveiseinnens XXX oveiveerieiies | v 0 | oo 0
0699. Totals (Lines 0601 thru 0603 plus 0698) (LiNE 6 @DOVE).........cruuierirmieriicrineresenisesienssssssssesessnesenees | sesenessnecneas XXX | conereeninsrseenessssesnes 5TAT8 | oo, 142,150
0701.
0702. .
0703.
0798. Summary of remaining write-ins for Line 7 from overflow Page...........c.cocwereeeemermnimnennerinernesenenens | severesereenens XXX oererireeins | e (0 OO 0
0799. Totals (Lines 0701 thru 0703 plus 0798) (LINE 7 @DOVE).......oerreisrerreisirisieriarssssssssenssssssssesssssssanses | soessessssaneas XXX oevrerrearninee | cnreresissssnessssseesesssenes [0 R 0
1401. Other Medical Expense 1,882,040 ....1,545,997
1402. Occupancy, Depreciation and Amortization 883,941
TP DFOO OO PO POOSOT OO OO POTO PP
1498. Summary of remaining write-ins for Ling 14 from oVerfloW Page.........ccoviurinieieiienieessiseeensienes | cvveinssenesessssesessssssesesees L0 ST [0 T 0
1499. Totals (Lines 1401 thru 1403 plus 1498) (LiN€ 14 @DOVE)........coovviveerereriieieicisesse st vsienises
2901. Regulatory Fee.
2902.
2003, RS S R Rk | SreRE ettt | eeets R enes | senes s
2998. Summary of remaining write-ins for Line 29 from oVerflow Page............uuururiieniirininineineiirenins | e 0 | e (0 OO 0
2999. Totals (Lines 2901 thru 2903 plus 2998) (LIN€ 29 @DOVE)...........cccveruereiireriieririeiciesisesiesesssesssssenss | avesresesssissssessssesssssssssssessnnd 0 | oo {0 (1,000)

Prior year amounts have bee

n changed to reflect merged balances.




Statement as of December 31, 2007 of the Blue Care Network of Michigan

STATEMENT OF REVENUE AND EXPENSES (Continued)
1

45.

AA.1 PRI IN. oottt ettt ees st es 8888888 R RS S£EER
44.2 Transferred from sUrplus (StOCK DIVIAEN)..........cc.cvueireiiiieieicisisee ettt sttt
44,3 TranSTEITEA 10 SUIPIUS......cvucvucviieieeiecieciiee ettt sttt bbbt bbbt s s bbb bbb s st
Surplus adjustments:

45.1 Paid in
45.2 Transferred to capital (StOCK DIVIAENG)..........c.euiiiieieiiieee ettt

45.3 Transferred from capital

2
CAPITAL AND SURPLUS ACCOUNT Current Year Prior Year

33.  Capital and sSUrplus Prior FEPOTtING PEIOW. ........vurerrurrirrerieisesiesieisessssisssesssssseessess st st sssess sttt ess s ssesssssessenssssnssansanssnsss | sessesssssessassnes 194,735,640 | oovvvverriennnn. 380,157,631

34. Netincome or (loss) from Line 32 ....49,846,840 81,042,173

35.  Change in valuation basis of aggregate policy and ClaIM MESEIVES..........cvrirurirreirereseeseireireesseessssessssessssesssssssesessessssssessessasssnes | sessessessesssssssssssssssessessansnssoss | sesassssssessasssssssssesssnssnssessnssnes
36. Change in net unrealized capital gains and (losses) less capital gains tax of $......... 0.ttt | seerereserer et 3,496,443 | ....coovvrene. (228,130,781)
37.  Change in net unrealized foreign exchange Capital GAIN OF (I0SS).........vwererurirrrirrireneereesresssesese e ssesessssesssssssessssssessssssessessssssess | sessessessossssssssssssssessessanssnssess | sesassssssessassssssessssnssnssessnssnes
38.  Change in NEt AEfEITEA INCOME X ......c.u ettt s sttt st st nsne | sessessessassnssnssastnssessentansestens | sesasssnssessantssssest st ans st ensnssnes
39, Change iN NONAAMILEEA @SSELS........cuuvurerrerireeerieireeereeseese et e et et s sttt sttt st st e ssnssensns | sesesssssesestenssens (3,969,203) | -vovvevererrrireenes (2,354,540)
40.  Change iN UNAULNOTIZEA TEINSUFANCE. ........cvuveururrereerrereeseseeesetseesaseseesessssssesessessssssessessasssessessessessessessssssessessasssessessssssssessassssssnssassns | stsesssssosssssessessassssssessasssnssnsss | stessssssmssessusssnssassssssnssessnsnness
41, CRANGE N FEASUIY STOCK. ...vuvueeereuririeeeeeeseieeeeseeseeseesssaseesesteeeseese st e s es s st es e s sEeee R s 828 a8 R £ e84 E a8 eE 84 e R R e e R eet e s enEen b e s ests | SEseesssastanssessessasssessessantnsente | HEessessnssessaessnssentaesses st ensnene
42, CRANGE N SUMPIUS NOLES......vueeecirieeisctaeiseesseeeee sttt ees bbb sk E s s £ b bbbt n b s nbensants | sbsstetsessessentessensentsssnstentenes | bessessnstsesnssantae (2,831,446)
43.  Cumulative effect of changes in @CCOUNTING PHINCIDIES..........vureruureerrirrireie ittt se et s et e e es s s ests | 2bseesessestasesessessasaseesessentsnsente | sEessessnssessaessessestassns st ensnene
44, Capital changes:

46, DIVIAENAS 10 SIOCKNOIAETS. ........oiveiieiciiciicis ettt st bbb bbb s bbb n bbb ssessesnnn | stessesnsnsessesssssnsessessessnsentenns | sossessessessnsensenas (33,608,000)
47, Aggregate write-ins for gaiNs OF (I0SSES) IN SUMPIUS........cuvuerueuiiireiseiiissieseise st sss s sse st sse s es s s st snsensessnss | sbsssessessessssassessessnsensessasanes (O I 460,603
48. Net change in capital and SUPIUS (LINES 34 10 47).......cveieiiuiieieieisiieie ettt nsense s | srsessssessesesnsenas 49,374,080 | .cvovrerrriernnn. (185,421,991)
49, Capital and surplus end of reporting period (LINE 33 PIUS 48)..........ceueirriereiiiiiinieieissiesessesssssssesessssssessesssssssessesssssssessessessssassens | sressssessessssasees 244,109,720 | .oooverrererinnnns 194,735,640
DETAILS OF WRITE-INS
4701. Prior period Adjustment Premium Bad DEDL...........ccreiiririeieiseisess ettt et st sessessssssessansssssessasssnes | sesssssessssnsssessassssssessesssnssessons | sessessasssssessassnssnses 460,603
72O OO OO POT OO PP O BTSSP FOTOO PO
BT03. oot R RS R £ R R SRR R 8RR R AR | 484 s R Rt | ekt Rt
4798. Summary of remaining write-ins for Line 47 from overflow page
4799. Totals (Lines 4701 thru 4703 plus 4798) (LINE 47 @DOVE)........cceviuiiieieiiiiisiieicisitesi ettt sttt sasstess s ssssssssenssssssessesssssssenses | sessssessesssssssessesssssssssesssssnd [0 I 460,603

Prior year amounts have been changed to reflect merged balances.




Statement as of December 31, 2007 of the Blue Care Network of Michigan

CASH FLOW

Currer11t Year Prior2 Year
CASH FROM OPERATIONS
1. Premiums COllECted NEt Of FBINSUIANGCE.........ccuuurvirrirrireresse st eest b ese st en st essniens | cbsenssnnesieees 2,149,977,446 | ..o 2,046,357,254
2. NEtINVESIMENTINCOME.......coucvicvceie ettt ettt bbbt ss st s st s s s sssesasssnsas | svbessessssessesansenes 31,576,058 | ..covvrriereine 38,661,320
3. MISCEIIANEOUS INCOME.........couiiiiiiiiiii ittt | tissrissnis s 2,267,902 | .o, 1,588,706
4. TOtal (LINES T HMOUGN 3)....eeocereerreernriesseeeseeeseeesse s seess s st es sttt s st ssss s nessanssns | sesssnesssseessans 2,183,821,406 | ......oovvevvnve. 2,086,607,280
5. Benefit and [0SS related PAYMENLS..........ccoiiriiiieiciee ettt bbbttt essnbas | esiestessnsanes 1,827,128,210 | ..covevereene 1,723,305,495
6. Net transfers to Separate Accounts, Segregated Accounts and Protected Cell ACCOUNES............c.cuvveeeicveeeeeeicieeeieseisetesees | cereereseieessssessesessssseseessssesseses | seessesssssssessssssessesessessssseseesans
7. Commissions, expenses paid and aggregate write-ins for dedUCHONS..........cc.ccceeeieivceicieesce s
8.  Dividends paid to policyholders
9. Federal and foreign income taxes paid (recovered) net of §......... 0 tax on capital gains (I0SSES).........cccevvervrereerrrerrerrerrreiierens [ e 31ATS | oo 31,541
10 Tl (LINES 5 thTOUGN 9)...cuvvereeerreraeeeseeeseeesseeesseeesseessssessseesss st seess sttt ettt sssesssnessassssns | cesessssesssnees 2,084,743,166 | ......ovvvevvnee. 1,992,111,220
11, Net cash from operations (LiNg 4 MINUS LINE 10)........cieveieieieieseereeeteses et sssessessssbesss s bessssss s ssssssesssssssessessssssessass | sesessessesssssssnsns 99,078,240 | ..vovvrverirreinnd 94,496,060
CASH FROM INVESTMENTS
12.  Proceeds from investments sold, matured or repaid:
12.1 Bonds 229,222,791 612,165,994
12,2 SHOCKS....vvveerereeesariseesie sttt | eriensteen e enees 1,628,948 | ... 88,714,302
12.3 MOMGAGE [0BNS.......ouceeeiriecieie ettt ettt f £ s st nb st e snestenen | sebieesessstsnesestes b et sestess e bsessens | ebseesentene et st ettt
124 REAIESIALE......oeuverec bR RS E st | eeri ettt renine | reee i
125 Other iNVESIEA @SSEES........uciivieeicict ettt bbbt bbb s s s sse s sestensesanns | evssbessessesssssnsaneas 3,700,106 | .ooveverererereeeeeeseieseeae
12.6 Net gains or (losses) on cash, cash equivalents and short-term iNVESIMENLS..............ceevcvreeiceieeeseeeceseeeeeeeens | cveevveresesee s 18,226 | oo (662,349)
12.7  MISCEIIANEOUS PIOCEEAS.........cvucveieieiieiiieiseie sttt sttt s bt es s b s s st s s ss b s bt ensessesssssssessessssessessessnssnss | shsssessesissossesessssensessessssassesses | essessssossossessnssnsessessnsansansasaes
12.8  Total investment proceeds (LINES 12.1 10 12.7).....c.vieeieeeeceeeeees ettt s e s sas s sssessss s bes s s sssesassans | sessessessssssssans 234,570,071 | coveerreerrirnes 700,217,947
13.  Cost of investments acquired (long-term only):
1301 BONAS. .ottt | eesteeneenene s 329,187,627 | ovvoorvrrrrinnns 495,227,523
13,2 SHOCKS....vvvuerereetsertseeste bbbttt nnntns | ebieest et enees 9,479,481 | oo 235,200,519
13.3 Mortgage loans....
134 REAIESIALE. ...
13.5  Other iNVESIEA @SSEES.......coucvcvceeieictc ettt bbbttt es s s s ssssessessssstessnsanss | oevessosssssessssssenees 1,500,000 [ .ooveverieeceeeeeee s
13.6  MiSCEllaNEOUS APPIICALIONS.........c..civiieieicieiieicicisse sttt bbb st sse b estes s sensessesssssnsenses | aressessssnsensessnssnsessessssensensenns | sressessssessesessnsensenas 300,000
13.7 Total investments acquIred (LINES 13.110 13.6).......cueiiuiieieicieeeie et sse st s bbb saesesens | sssbessesassassnsans 340,167,108 | ..o 730,728,042
14. Netincrease (decrease) in contract [0ans and PremMiUM NOES..........cccuiueeicieiieeieie ettt s bbbt ssessessas | eessesssssssessessssessesssssssssesans | stsessestessssessessss s essesssssenes
15.  Net cash from investments (Line 12.8 MiNUS LINES 13.7 @NA 14).......vurirrrirrirerenrre s esssessssessssssssssssessssssssssssssssessanes | eesessessssssessnnes (105,597,037) | ovoveverrenenene (30,510,095)
CASH FROM FINANCING AND MISCELLANEOUS SOURCES
16.  Cash provided (applied):
16.1 SUIPIUS NOLES, CAPILAI NOLES.......cvecvieiecicicceie ettt bbbt sttt bt s st s s sss e s s ssessesanes | sressssessessssnsssssssessnssnsessnsnsens | orsessessesessssessnses (2,831,446)
16.2 Capital and paid in SUPIUS, €SS tTEASUNY STOCK..........cruruuririeiiririineireie ettt stsse et esssessessss s s essessesssessestenes | setsessesssssssesessessssssestesssessessens | eetsessssssssssssessassssssnssessanssnesns
16.3 BOITOWEM fUNAS........vevuvereirirciisesiseise st es et | censenss s s s st erenens | ressseene e ees
16.4 Net deposits on deposit-type contracts and other iNSUraNCe IADIIIES............c..vuereririercirircereeeeeeensieens | et sessees [ retsees st ses et sanena
16.5 Dividends to stockholders ...33,608,000
16.6  Other cash provided (APPHEA).........curieerreririreireieereere ettt sses st ensssessentenes | serssssssssssssesssssees (2,716,835) [ ..coovveiencieienas (746,848)
17.  Net cash from financing and miscellaneous sources (Lines 16.1 to 16.4 minus Line 16.5 plus Line 16.6).........cccceevverereeivrees | coriiiisiieesinins (2,716,835) ] oo (37,186,294)
RECONCILIATION OF CASH, CASH EQUIVALENTS AND SHORT-TERM INVESTMENTS
18.  Net change in cash, cash equivalents and short-term investments (Line 11 plus Line 15 plus Line 17).......cccocoevvvveevvevvevveees | ovvereeeieeeeens (9,235,632) ..oovvvrrererren 26,799,671
19. Cash, cash equivalents and short-term investments:
191 BEGINMING O YBAI........cvieieceeie ettt ettt ettt a bbbt s s s b sess ettt en et asbensesansans | sessessesessanssens 525,217,003 | ..o 498,417,332
19.2 End of year (Line 18 PIUS LINE 19.1)......uuiiuuiiuieiis st sesse s sesss st nnns st | snssssssssesssenees 515,981,372 | oo 525,217,003
| Note: Supplemental disclosures of cash flow information for non-cash transactions: | |
20,000 et | coreenseeese s | crenee s

Prior year amounts have been changed to reflect merged balances.




Statement as of December 31, 2007 of the Blue Care Network of MiChigan

ANALYSIS 02F OPERA'I;ION BY LIE‘IES OF BUSSINESS

6 7 8 9 10
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVl XIX Other Other
Total and Medical) Supplement Only Only Benefit Plans Medicare Medicaid Health Non-Health
1. Net PremiUm NCOME. .......cvcviveeeeeec ettt ssnaens | cveseesas 2,150,301,539 |......... 1,898,682,453 |.............. 89,440,017 | oo | et eseneies | e 70,733,180 |..ooeveeen. 91,445,889 | ...ooovieeveeeeiriieieieies | ereetesesee s | et anens
2. Change in unearned premium reserves and reserve for rate credit............coevenerrrnenrnerenns [ cvveneneinnins (712,483) | ..o 232,555 | .o (1,722,326) | .ooveveeeereenrireieensineens | ereesneeneeessssssessessssnsens | ereessssnseseesenes 864,178 |..ccovveernne (86,890)
3. Fee-for-service (net of $.....9,485,949 medical expenses)........... ..(1,720,089)
4. RISKTEBVENUE........oviiiieieeeeee ettt ettt ettt es s s s s s s s s s s s s s s s s s s s snssansssnanans | seresssssesesenn 3,930,513
5. Aggregate write-ins for other health care related revenUES.............cvereecereinsinenensinineneees e 57,478
6.  Aggregate write-ins for other non-health care related reVenUEs............cocueveieicricicisieies e 0
7. Total revenues (LINES 110 6).....cccvcuiiiieiriiiieieieiesiee ettt sssssssessssnsens | avsessnes 2,151,856,958 | ......... 1,902,845,521 | ...coovvnna 87,717,691 | oo [ I [ 71,597,358 | ... 91,358,999
8. Hospital/medical DENEItS.........cvveieirieiceise s s | sesessens 1,284,097,817 |......... 1,153,291,934 |.............. 27,224,102 | oovoieeeieeseisnieieins | veresenesesssenensinsenns | e 45,300,565 |......ccrovn. 58,281,216
9. Other ProfeSSIONal SEIVICES. ......c.vuiiiiiirirrsisse et ssessssssessens | sesessesseenes 51,006,325 |.............. 45,007,551 |.covvrrvrnee. 2,038,652 | .cvveieesieieeniens | e | o 1,767,868 |...ccovvnne 2,192,254
10, OULSIAE TEIITAIS. ..o vttt st essensnes | sensnssnssens 60,005,229 |.............. 52,480,665 |......cccc..... 1,898,943 | ..o [ e | s 2,061,407 |.ccovvrvenne 3,564,214
11, Emergency room and OUE-Of-GrEa...........c.eueueuereeicreeeseeeesse s ssssesessessessssess s sessssessssssnes | eveesenees 122,467,328 114,886,032 |...ccoovvvvernn 857,358 3,776,621 | ..cvvvrnee 2,947,317
12, Prescription drugs........cccveevevveveeevereeeeeeiensesenens ...295,827,683 ...233,236,398 42,594,871 ..9,161,376 .10,835,038
13.  Aggregate write-ins for other hospital and MedICal............ccocevriivrireieiieeie s | eeveeeeseians 2,765,981 |..ccoovrernne 1,855,642 |....cccovvevnee. 646,629 |.....cooveevrveeiiiienen0 [0 e, 72,888 |...cooovveerne 151,786
14.  Incentive pool, withhold adjustments and bonus @amOUNS.............ccccucveviveieicieieiieeeieieis | erieiienenas 57,420,241 |............ 54,957 537 | oovveveererereerreinn 2,158,697 |....cccceuue.. 304,007
15, SUDLOLal (LINES 810 14).....cueiciiieieicteie ettt | evsesaees 1,873,590,604 | ......... 1,655,715,759 | .cocvennenes 75,260,555 64,299,422 | .............. 78,275,832
16, Net reiNSUrANCE MECOVEIIES. .......cvivieeiriiiieiseiseiesse st sss st sessesssents | ssssensessnnas 13,034,942 |.............. 11,537,427 [ oovieiecciicsiieiiiiiies | ererieiisisssssssisssenenins | eovsresesssssssesssssssssanens | soesisssssesasnes 434,222 |.oeeinn 1,063,293
17.  Total hospital and medical (Lines 15 MINUS 16)........ccccvrerreneninrennnseniesssneseessssessssnen | seeeeens1,860,555,662 | ... 1,644,178,332 | coovvvernnas 75,260,555 63,865,200 | .............. 77,212,539
18. Non-health Claims (NEL)..........cceviieiiiceice et ans XXX oo | eereeee XX e XXX e e e XK [ XXX )0,
19. Claims adjustment expenses including $.....59,947,043 cost containment expenses............... | ..............88,186,400 |.............. 77,655,595 3,861,168 3,238,234 | ...ccovvunen. 3,431,403
20.  General adminiStrativVe EXPENSES..........cvvuivevieueiieieieee e sas 161,546,247 7,608,924 6,090,996 10,942,234
21. Increase in reserves for accident and health CONtracts...........cccoccveveveeeieiicieeeceeeeee s | e 0 oo | v | s | ersereses st seseesssissenes | sresisesesassesessnesessnstens | seresesseseseses e snaeaes
22, Increase in reserve for life CONMTACES............ccvivevecveeiciceie et | ertesistessesesssassaesenead 0 | .00, ST ). ST I D9, S D0, S D9, S XXX oo
23.  Total underwriting deductions (LINES 17 10 22).........ccccueeurireieeiirriieiieiseieee e sesessenas | ceevenas 2,135592,708 | ......... 1,883,380,174 | .............. 86,730,647 | cooovvereeeeeeennd (0 R (0 I 73,194,430 | .............. 91,586,176 | .oovveeeereeeeeerenne {0 I 701,281 | oo 0
24.  Net underwriting gain or (10ss) (Line 7 minus LiNe 23)..........cccceveuiurieieineieiereseeeeveseseeseeis | eveiseiniens 16,264,250 | .............. 19,465,347 | ...ooevvvree 987,044 | ..o (01 IR (O] I (1,597,072) | ..oovvvererre (22TATT) | oo, (1] I (2,363,892) | ..vvvreererriererins 0
DETAILS OF WRITE-INS
0501. Other Revenue.....
0502. Pharmacy Revenue
0503, ettt R e
0598. Summary of remaining write-ins for Line 5 from overflow page
0599. Total (Lines 0501 thru 0503 plus 0598) (LINE 5 ADOVE)......evureerermerrrrarssnessessrsasssssssesssssnssssssesas
08071, oottt b e ettt s e et a s
0602, .ottt ettt ettt
0603, oot
0698. Summary of remaining write-ins for Line 6 from overflow page
0699. Total (Lines 0601 thru 0603 plus 0698) (LiNE 6 @DOVE).......ovueveriirirerciiiisieressiesc st
1301, Other MEAICAL.......evuiviieiieicieie ettt sntensens | ebssessessesnes 1,882,040 |....ccccooee. 1,253,029 |.oovvirerriinns 436,791 | oo | e | e 49,595 | 103,589
1302. Occupancy and DEPreCIatioN ............ccceeieueiricreieieeisiee e netens | esssssesesassenas 883,941 | ..o 602,613 |..ccoevevererne 209,838 | ..ot [ e | e 23,293 | .o 48,197
1803, oAt tens | Shenses et st ettt aes 0 [ e | et nnenennres | seressesessssssesessssanenes | srresesseseses s ntantens | sesesesess st esnnte | resessessesss st sssessenas
1398. Summary of remaining write-ins for Line 13 from overflow page............ccovevvveveeiieniieceins | o 0 | oo 0 [ oo 0 [ e 0 [ e 0 [ e 0 [ e 0
1399. Total (Lines 1301 thru 1303 plus 1398) (Ling 13 @DOVE).........cccercvieeisieeieiesereeiseeresiesienens | eveerisiinanes 2,765,981 | .....co..... 1,855,642 | ...covvveann 646,629 | .oovvieeeean [ P [ P 72,888 | oo 151,786




Statement as of December 31, 2007 of the Blue Care Network of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 1 - PREMIUMS

1 2 3 4
Net Premium
Direct Reinsurance Reinsurance Income
Line of Business Business Assumed Ceded (Cols. 1+2-3)

1. Comprehensive (NOSPItal AN MEGICAI)..........c.cc.iuiiiieiiisieiiis ettt ettt et a sttt b b s et s s s s bt b st b s bbb bbb s et b s b bbb bt s s bt sss s s s st essnnns | abessebasssnsessesnsentesnsas 1,910,352,480 | oeeeeeeeeeeeceeeeee e | e 11,670,007 | .o 1,898,682,453
2. MEAICAIE SUPPIEMENL. ........veivieieeicte ettt ettt sebse ssebsssessessessssesses st es s e s bt s s b s b et s s s et s E s b b e s e b s s 82 s s 4 a0 s s 4o n bbbt s A s b 408 b b d b s s s s st s st s st ensensetans | entesetentes st en s ns et ent 89,440,017 | ..ovieeceieieeiee st | erere sttt ens | sebetense sttt 89,440,017
3L DML ONIY...eeiiveiie ettt ettt te SaskesaesseRse s R R s e e R RS s R RS E R s AR RS e R RS E R4S E eSS e R s AR AR e R SRR A SRR R s AR e RS R R s RS e R RS R R R st e £ s R e e R bR s e s st e st e tens | Hebsetessessee et est et et et et bt naessesesentesses | Hesetestesses st et e st s s s st e s st e s s s st essesnts | Hetessessesntesse st as s e st e st en ettt e s bsnts | nebsaessee et nt ettt b et n st nas 0
4. Vision only

5. Federal employees NEAIh DENEMIES PIAN.........c.cciiiiiceieiciiiiet ettt ettt ettt s e bttt s e bt s s e e s s b s e b b et et s s b bt s s be s s s st et nt bbb es e ben s s s sannans | entesestnseseetenten e s s nsanea T1IAT2,39T | oo sniees | e b 439,211 | oo 70,733,180
8. THIE XVIIL = MEAICAIE. ... veeececereie ittt sessie e tiees eseesestaeeessesseessesseeses s s b e EEeeEeeE RS R eS8 e b e R84 £ 84 R s R 8 eE R4S R £ e £ RS £ 4L S e R A e A8 o284 R s AR R L b e EE A8 ee bR A AR 2 £ bR b e e b e bbb ee s s b et et sents | Henbsbsnssestestestebsensantntan 91,700,331 [ oot ssieenees | seeseiesese sttt 254442 | ..o 91,445,889
7o THIE XIX = IMEAICAIT. ... vvvvvvvsevecesesieeeie it eesises st se | sestsess s s s b s8££ 8 £ 8 8 4H88 £ 4 84880 E 848141884 £ 84 R84 8841 RE 8 E 808108 | 100481 RE L8R e R4 AR £ E R b b ees | H41EERE 8RRt R bbb | eERE R LR | 4ees R 0
B OHNEI NEAIN. ...t eebe eSS LRSS E SR E SRS E RS E bbbkt b s | SEEE LR LR LR E bR bR n e hE e nb e nb s | HEeEEbeeE bR R bR R R bR E b E skt | ShbenE oLttt | et 0
9. Health SUDLOtAl (LINES 1 ATOUGN 8).......cueuurreseriesereerisssesessianiies eeressessesesssessenesssesesseens s8££ 8RR EE Rt Rt | cbsscnssnnn s nnn et 2,162,665,199 | ...ovvrrrircsniinenissnrenessnr s (O R 12,363,660 | ....oovvercriniiriraniines 2,150,301,539
0T e O O DO DO 0
10, POPEILY/CASURIY. ..o ettt as et si st sess Steeseeseesees et ee e ssesEee e e es e s eeEee e eE eS8 eeE e S eE8HE 8428 e s eS8 eS8 eeE oS seEEHEE 4o 8 e S a2 8RR 4L S 1o E8eEE4eE 4o R e AR eEE LR e S eREeEE4eE e RReEReRE LR eEseREeeE et sessessenen | 1LE1eEALEieEEieErEieeiersisiieiseriessecisesiesserses | feesiestersecieiessesseesesiesiersicssesiessessscsss | ferseeieesiesiessecsicsiesessecsiesiesiessicsiesesss | ereesiestessessissesossessissiessessonsassssanes 0
12, TORAIS (LINES 9 10 17).euuivetiueeeestimeseeeseemesese e seeems et sees 0 eeeesseem s seee 8R40 E8 408 4R £ £E 80 EE 4888484408 1EEEE 440818 4£EE R 1EEE £ £EEE 14 EEE44EE AR08 AR 18 £t n st | eretnnnt st sentnnn s 2,162,665,199 | ... O R 12,363,660 | ....oovoercreririiniies 2,150,301,539




Statement as of December 31, 2007 of the Blue Care Network of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2 - CLAIMS INCURRED DURING THE YEAR

1 2 3 4 5 6 7 8 9 10
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XV XIX Other Other
Total and Medical) Supplement Only Only Benefits Plan Medicare Medicaid Health Non-Health
1. Payments during the year:
11 DIFBCL...eecce ettt | crreninins 1,789,960,189 |........... 1,578,393,992 |....cccvevvne. 77,924,768 | ..o | e 68,165,765 | ..ocvuerverrererersereeiieiens | cerrreieiesenienns 39,036 | .o
1.2 REINSUTANCE @SSUME........ccvuiieeiicieicieieieiese st ssessssenses | eesssessssssesse s 0 | oo | e [ e sssesens [ eeressesesesssse s sssesesesss | eeresesesessesesissessesessenses | sersessesissestesiesestesesessesaes | sesresessstesesestese s sensesaes | seressestesssestesesstessesesns | seresreses st s s naes
1.3 Reinsurance ceded... 11,437,952 |..coovverenee. 11,241,333 [ oo [ e | e 112,916
........... 1,778,522,237 |..........1,567,152,659 |......c.cc.... 77,924,768 | ...ocevirirerviirierennnn0 |0 en...65,352,925 68,052,849
2. Paid medical incentive pools and bONUSES............cccvvveveveveeeervereesieresees | e, 49,307,284 |................ AT, 453,591 [ oo [ e | s | s 1,853,693 [ ..o | e [ e | e

3. Claim liability December 31, current year from Part 2A:
3.1
3.2 Reinsurance assumed
3.3 Reinsurance ceded...

4. Claim reserve December 31, current year from Part 2D:
41

4.2 ReinSUrance asSUMEM..........coc.cveuivereererreeesiesssessssessssssessesseseseenes

4.3 Reinsurance ceded...

DIFBCL. .ottt

DIFBCL. .ottt s

..9,5620,435
.............. 281,609,762

® N oo o

Claim liability December 31, prior year from Part 2A:
8.1 Direct
8.2
8.3
8.4

Reinsurance assumed
Reinsurance ceded...

9.1
9.2
9.3

Accrued medical incentive pools and bonuses, current year....................
Net healthcare receivables (@)..........ccocueveeveieierieeiree e
Amounts recoverable from reinsurers December 31, current year...........

7,857,452
256,295,267

.0
................ 69,698,769
...767,304

7,806,009
....226,185,491

....6,695,592

94
10. Accrued medical incentive pools and bonuses, prior year
11. Amounts recoverable from reinsurers December 31, prior year.........cc.oov. | crvereisiiensnenad 65993 |, 65,993 | | ereeeseneiessesssssiesesenns | sriessssesesessensesensensessnsenss | crsnsessessssensessnsansessesansesss | sressesissensesiesessesesansensense | sresesistesessstensessesansasess | soesestesesastensesessnsassesnsas | sestensesestensesessssansessesantas
12. Incurred benefits:
12,1 DIFEC. .ottt | eneenens 1,816,170,363 |........... 1,600,758,222 | ... 75,260,554 | ...coovviriieieinriennnd (U SRRSO | B ISR 62,140,725 |...oovvvvenne 77,971,826 | .o 0
12.2 ReiNSUranCe @SSUMEA..........cuueurerrureeenreeisreseeeesesssseessesseesesssssssesnes | reessssessssesssesssssnsssnenn (V1 O (0] T (V1 T (U1 SRRSO I FSSSSRRRN (V1N S (U] I 0
12.3 Reinsurance ceded... 13,034,942 |......ccc...ce. 11,537,427 | v, (1 0 i | 434,222 1,063,293 | ..o 0
124 NBL oottt | 1,803,135421 |........ 1,589,220,795 ..o, 75,260,554 [ ..o 0 i | 61,706,503 76,908,533 | ..o 0
13. Incurred medical incentive pools and bONUSES.........cccvcveiiiciiisisicisienes | e 57,420,241 |................ 54,957,537 | .o, [0 (01 [V} 2,158,697 |..ccoovvvriren. 304,007 [ [0 (01 0

(@) Excludes$.......... 0 loans or advances to providers not yet expensed.
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Statement as of December 31, 2007 of the Blue Care Network of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2A - CLAIMS LIABILITY END OF CURRENT YEAR

1 2 3 4 5 6 7 8 9 10
Federal
Comprehensive Employees Title Title
(Medical Medicare Dental Vision Health XVl XIX Other Other
Total and Hospital) Supplement Only Only Benefits Plan Medicare Medicaid Health Non-Health

. Reported in process of adjustment:

1.1 Direct...... ....82,333,082 72,497,840 | .o 5,751,523 | e | et | ceereee e 3,679,791 403,928

1.2 REINSUFANCE @SSUMEM.......c.ruurierecerrireirneereeeiseesneeneiessnsnssseesnsenes | sesnessessssssssssssssessessness0 | coriiestnsesssesssstsssseesessassses | seesessssssssessessassssssessessanes | stsessessessassssssessasssssessassns | sessessssssessasssssessessassnssnes | sesessssssesessassasssessessastansns | oeesessesssssnessessassnssnnssessane

1.3 REINSUIANCE CEARG........cuuivuriririeeiciieiseine et sseesnias | sebseiseenissisee e ssesssseens 0 | e rieerneieieeeeneiseens [ eereeie ettt enas | fessees ettt bsessesbes | sebeeesees st st R s e s ettt nts | HEebee e Rt et b et bt st b et res | HeREeeR et e R et s bt et REesbeets | Shseeseebenb et R s s bbbt esba | enbetesiesE et s sttt ens | Shbenb ettt

T4 INEL s | e 82,333,082 |..ccoovirrnen. 72,497,840 |..cooovvirrris 5,751,523 | oo (0 O (VI O 3,679,791 | o 403,928 |...oooiiiriieieins O (0 O 0
. Incurred but unreported:

2.1 DIFECE... ettt | b 198,177,366 |[....ccovvvnnee 174,005,445 |...ccoovvvvinnnee 3,797,803 | vt | e | et 4224950 |.....ccoouenee. 16,149,188 | ....oouveeieeieeieirerieises | reeiesieniesiesiensessessens | eessnsssessssssssnes s

2.2 ReINSUraNCe @SSUMEM..........cuvuierrreieerreieineieesetsisesesssesssssseeessnses | seessssssessssssssssessesesnsees 0 [ et | sttt sstenne | esseesstess e tess s tstessensees | eesessessesassesset et ensesetentees | sressetantessessetnesesses et entesses | eesesastessetantesses s teesessesnes | sesessessneantessee st esses e teetenas | eeetessesaetetens e st et st et et | eerensee et st ettt n et nnnn

2.3 ReINSUrANCE CEARM. ... vt isesssstesssssstenes | enseeeessessnnens 9,520,435 |..ocovvrerrinnen. 8,168,006 | ...vvovverieerireirieiieiieniseens | e ssenes | ersessesssss st ssssssnntes | stessesi s 350,519 | .o 1,001,820 | .oooieeieiiciieeienieeiseies e | erseessesss st

24 NBL s | et 188,656,931 |[...cccovvenne. 165,837,349 | ..o 3,797,803 | .o (0 O L0 O 3,874,431 | 15,147,348 | ..o O (0 O 0
. Amounts withheld from paid claims and capitations:

31 DIFECE s | et 10,619,749 | .o 10,619,749 | 1oiuuiieiieiierieeieiieiiees | st issessessiseees | setiessses s s bbbt eses | eesees e es et bbbt bbb | Seieetsee bbbttt nbas | £reetieet et sttt ses | feees e b bbbttt ens | eeeb ettt ettt

3.2 ReiNSUraNCe aSSUME........c..cvurururerririniererseessisesseeniessssssessessnns | onsseeesssssnsinessesssssnssnn 0 e [ et | st nbes | 4ebiee sttt b st | Seeb et sttt e | SeRieeb bRt n et bnees | Shsees s bbb sttt | st s | chbenb e

3.3 REINSUrANCE CEURM.........cuurerreriiieriieinire e eessiesessenienen | cnrieeesiesisse i 0 et [ et | et nies | sebete et b st | Sheb e sttt n s | SeRietb bbb n e tbnens | Shsesiesh bR e bbb | eette ettt ens | chbenb e

B NBL st enes | eessessnsienes 10,619,749 |.ooovivreinnne. 10,619,749 | .o (0 OO (0 O 0 [ 0 [ (O O OO (0 O 0
. Totals:

A1 DITECL.....eeiveeeeeeeitet ettt ettt nssnnns | sesnnseniaes 291,130,197 |.cocovrrnen. 257,123,034 | oo 9,549,326 | ..oooiiree (0 O 0 [eorrrireins 7,904,741 | 16,553,096 | ...oovrereerieieienne O O (0 O 0

4.2 ReINSUrANCE @SSUMEM.......c.ruurererriseesereeeeeeesessseesesseesssssssssesessenes | sesnessessssssssssesssessassnes (01 O (01 OO (01 RN (0 SN (0 RN (0 (0 O (0[N O 0

4.3 ReiNSUraNCe CEAEA. ..o | seieeissiesins 9,520,435 | ..o 8,168,096 |....covvrrerrririrriei (0 N (0 O (0 350,519 | .o 1,001,820 | coooveecireineiiriieiins O (0 O 0

44 NBL bt | srienienes 281,609,762 |...cccoeenen. 248,954,938 | ..o 9,549,326 | .oiiiiinn (O O [ 7,554,222 | oo 15,551,276 | ..o O R 0 [ 0
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Statement as of December 31, 2007 of the Blue Care Network of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2B - ANALYSIS OF CLAIMS UNPAID - PRIOR YEAR - NET OF REINSURANCE

Claims Paid Claim Reserve and Claim Liability 5 6

During the Year December 31 of Current Year Estimated Claim
1 2 3 4 Reserve and
On Claims Incurred On Claims On Claims Unpaid On Claims Claims Incurred Claim Liability
Prior to January 1 Incurred During December 31 of Incurred During in Prior Years December 31 of
Line of Business of Current Year the Year Prior Year the Year (Columns 1 +3) Prior Year
1. Comprehensive (hospital N MEAICAI)............ccccueieiiiiiieieictee ettt bbbt ss st | evsesssessessessssanaenans 192,603,550 | ...cooverirriernnns 1,374,615,103 | .o 5,334,930 | .o 243,620,008 |...overeeereeieeneenens 197,938,480 |..ovoveerrrcereirrirnenns 226,185,492
2. MEICArE SUPPIBMENL..........cviveiieiciei ettt bbb bbb s bbb s sttt bt n s nsens | sbntessesenten st en s s s 11,492,641 | oo 66,432,128 | ...coovivieereres 131,524 | oo 9,417,802 | .o 11,624,165 | ...cvvveveereeieienne 12,213,540
3L DBNEAI ONIY..eiiitieiiiei ettt £ et s SRRk s R AR AR Rkt s et n bt ens | Hietntensesset st ettt en s s st st en st e bente | essesiebentesseses st ess et et est et e tentesenns | nebsetessesses st es s et et entes et entessessetennes | sesessesntestes et st es et et en s sn s nsenies | ahsesentensesnntess et en s bt n s nsened 0 [
A VISION ONIY .ttt b e et b et a b s bt e 2 b bt b s s b bR b st s A bR AR A bbb s A At s e At ss et e e s saebebntetesns | Shebessaetessaetes s et ebes et et et enaebessetess | nebebessesetsestetessstetesseaebesssesessnseaas | shebesssaetebastetesisses e b st ebesssesesasaetens | nebebensebesensetesssaetesessesesssetesensetens | sbebesesesasnteses et et st be s e st sanaed 0 o
5. Federal employees health benefits plan 7,735,542 | oo 57,617,383 | oo 260,640 7,293,582 11,200,644
6. THtIE XVII = MEAICAIE. .......cooevieeiececteiectete ettt ettt sttt st sse s s b s s s bssesse s sssenes | svestessesasssssseesssssssenens 6,189,944 | ..o 61,862,904 | ...cooveirieereeeeea 285,280 [ ..cvovereerrrirereieians 15,265,996 |...covvvvirerriirerennad 6,475,224 | .....oooveeeeeerean, 6,695,592
7. THHE XIX = MEAICAIA. ........cvvecvecviiictce ettt sttt bbb st s bbb bbb s s b s s sse s st stesebans | sbastissessssssssssesssssssessessssessessebansans | s2ebsesssssssessessssessessesessessebassessessnes | Hiesissssessssassessesstessessssensassessnsanss | essessnsstessessnsessessesssessesssssnsassesns | sesessessesssessessessssessessessssensesnsan 0 [
8. ONEI NBAIN........ et s bR a stk s s b a bt s s st et n s s | 4btetietestes et et et st et essensetsntentetns | crstensesetentanse st st entes st 39,036 | vt iersienes | erereiesiss et en s sstessesssrestensenes | sresiesseses st ess et snten s st st st 0 oo
9. Health SUDLOAI (LINES 110 8)....uvueieriiieeieiieiciiieie sttt en st s s sensessnsns | dstessessssnsansessesneas 218,021,677 | .coievrererninrinns 1,560,566,554 | ....ooovrinininisrnnnnnd 6,012,374 | .o 275,597,388 | ..oovvrrrieieririnnias 224,034,051 | oo 256,295,268
10, HEAINCAE FECEIVADIES (B)......uevuivieeiiciceei et ettt s s sttt st a et b bbbt es bt es s sssssnsassesans | absessssstessesstessessesnsesassesssssassesans | soestessssntessessssensesees T1,703,292 | oot sssssseses | cviesessesssss s sssssssssssessessssessesessens | sresssssessssssesesestessesesss s seseand (01 T 10,935,988
T, ONEI NONNEAIN.......oooeeee et bbb s bbb bbbt s s s s s s a s s s st esses s bsse s banasssesans | absssisssssesassassessessssesses s snsesaesansans | stessesissstesses st esses e bsses e bassassessees | Heetntassesntastes e sstenseseesssestessnsants | estesietestessesntense s sn s saeseesnsentesas | netentessesntesaeseesna s e see s st nses et 0 [
12.  Medical incentive pools and DONUS @MOUNES...........cccveiiuiieicieiste ettt bbbt bbb s bnsenas | snbessesassessessssnnsessesa 42,928,582 | ..o 6,378,702 | ..oooveeeerercreereeraas (N T 59,823,576 | ..cvvveveererereiriieernas 55,695,365 | ...covireririreiiriennd 64,477,402
13, TOHaAIS (LINES 9= 10+ 11 4 12) ittt ettt ettt ettt ettt ettt st es et et en st ntsns et snt st sntensenssnnsensensns | dosbessessessnsassessesntan 260,950,259 | .o, 1,555,241,964 | ...ovoveviriiicieinas 18,779,157 | oo 335,420,964 | ...cooviereicia 279,729,416 | .ovvveiveeean. 309,836,682
(@) Excludes$.......... 0 loans or advances to providers not yet expensed.
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Statement as of December 31, 2007 of the Blue Care Network of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - GRAND TOTAL

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006 2007
1. 237,378 238,216 238,212 238,158
2. 20031 R bbbt bbeene | esteest sttt ettt 1,253,614 | oo 1,488,097 | ..o 1,490,281 | oo 1,490,562 | ..o 1,490,540
B 2004 E R bbbttt sttt e | chtentent et eneas XXX oerterierierinsinees | cerreesesieeseesssisssse s sssseees 1,254,913 | s TATTAA2 | oo, 1,482,943 | oo 1,483,133
4. 2005......ceoeceeeeieeseeee ettt R 8RRt ennns | chtentent sttt ) 0.0 SRR PO XXXttt | e 1,347,415 | oo 1,579,456 | oo 1,580,790
B 200B.......ereeres bbbttt | chbent ettt ) 9.0 SOTNTIIN PPN ), 9,0 SETTNRINION DO XXXttt | e TATT.904 | oo 1,737,407
B, 2007tttk eSSt E Akttt n st enntens | chtnstnstessssnenneas XXXioiveerierissssnsenes | esisesssessssssssseans DO 0 CTRUNIT FOPORN § 0. SRR [T XXX | corsesssesssesss s ssssesssesssssssesneas 1,555,242
SECTION B - INCURRED HEALTH CLAIMS - GRAND TOTAL
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006 2007
Lo PO ettt ettt bttt E R f R R R R R R R SRR R E s R st sttt | Shsetiee bttt 249,367 | oo 238,038 | ..o 238,231 [ oo 238,212 | oo 238,158
2. 2003ttt eSS sS RS8R S SRS S SRS SRS SRS R sttt enns | oestest sttt ettt 1,552,485 | ..o 1,505,978 | ..o 1,490,620 | ..o 1,490,625 | oo 1,490,540
B 2004 E AR bbbttt enntene | chbentnnt et ntnneas XXX eiterierieriesieees | cerreesessseseesseeses e ssseeees 1,551,598 | ..o 1,499,704 | oo 1,484,043 | oo 1,483,382
B, 2005.......oeceeeieeeeeeeeeeeei etttk S SRS E R R ARt tene | chtenient ettt ) 0.0 SRR PO XXXt | e 1,617,507 | oo 1,596,073 | oo 1,583,045
B 2008, ettt | chtentent ettt ) 0.0 IR PO D0, ORI XXXttt | e 1,745,457 | oo 1,754,062
B, 2007 ettt R SRR SRRkttt | crtsentent ettt XXX oereereenienesneenes | nenssensssnssenssenenes XXXKorrenenenennnnsnnnnnns | osenesenesenesenesnenas D, SORRRRRIRY [T XXX | eorssnssnssnsssesen e seneseneenens 1,890,284
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - GRAND TOTAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 312) (Col. 2 +3) (Col. 5/1) Unpaid Expense (Col.5+7+8) (Col. 9/1)

10 2003 i | e 1,817,531 | oo 1,490,540 | oo B7,664 | ..o 45 | o 1,558,204 | ....oovvvririeieieiiene B5.7 | et | sttt enns | sttt 1,558,204 | ..o 85.7
20 2004 | s 1,837,586 | ...oovvecrecirciiene 1,483,133 | oo 85,003 | ooourereireireiieiieerenieees L 1,568,186 | ..oouvvvrvecircrieiieiienens 85.3 | s 250 | 1o | e 1,568,436 | ..o 85.4
30 2005 | s 1,900,142 | oo 1,580,790 | oo TUAI3 | s 45 | s 1,652,203 | ..o 87.0 | oo 2,255 | oo 2 [ s 1,654,460 | ....ooorverinne 87.1
4. 2006........ceeeierierierenienenes | e 2,032,800 | ..ocvoerierireriririnnes 1,737,407 | oo 78,604 | ..o 45 | s 1,816,011 | oo 89.3 | 16,654 | .o 1,627 | oo 1,834,292 | oo 90.2
5. 2007 | s 2,149,589 | ..o 1,555,242 | oo 71,009 | oo 46 |, 1,626,311 | .o G A I 335,042 | .o 8,950 | .o, 1,970,303 | oo 91.7
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Statement as of December 31, 2007 of the Blue Care Network of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - HOSPITAL AND MEDICAL

Cumulative Net Amounts Paid

Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006 2007
1. 200,416 201,205 201,213 201,158
2. 2003t R RS £ bR R RS s R bRkt b bbb ntens | eesesteee b sttt aen 1,101,830 | oo 1,316,796 | oo 1,318,744 | oo 1,319,137 | oo 1,319,183
B 2004 RS E Rttt entes | Srenbee st XXX it | et 1,160,138 | oo 1,369,712 | oo 1,374,891 | oo 1,375,057
A, 2005t R SRRttt ens | etiebe et D 0,9, GO IOV XXX ottt | e eseesnes 1,239,309 | oo 1,454,135 | oo 1,455,191
B 2008, ettt entes | crenbee et D9, GO RRUNTON IOV ). 9,9, GO RRRTO VRO XXX e | e esssiens 1,322,048 | ..o 1,554,753
B, 2007 ettt ettt R R RS R f e E R R R E e E AR e s R e s A st st et st st et n st antansesens | ersentnssensentensnees D0, SN [T D8, SN [N DS IR IR XXX oorirrirsrnnnssnesnnnes | covsesessesssssssssensessssssessensanssnes 1,369,051
SECTION B - INCURRED HEALTH CLAIMS - HOSPITAL AND MEDICAL
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2003 2004 2005 2006 2007
L PHIOT bbbttt | Heetb bbb 211143 | e 201,039 [ .o 201,215 [ oo 201,213 | i 201,158
2. 2003t RS R R R SRR R SRR RS RS R n st b st st trenens | eesestensant s es s sttt nt et treen 1,376,696 | ...oovvorveeerrerirereiecissisniennns 1,333,894 | oo 1,319,066 | ..vovevereereeieieeseieeeninines 1,319,197 | oo 1,319,183
3. 1,439,743 | oo 1,391,049 | oo 1,375,920 1,375,304
4. 1,490,572 | ... 1,469,775 | .... 1,457,412
0 OO OO OO SO P SO PSP PTSUUSSTPSTEUTOSPUVI PUUVPURSRTRRRIRTOED. o, . SSSSIRSRRTRRIUTVPRIN BTUSRRURIRTRTIOTD. 0, 0, CRSTURURSTRRURIRTVI FUUOTRRRTRRTRSRTRTED. 9, O, COU OO PUROI ST T O OTR SRR 1,593,626 | ..eoovoveeeeeeieeneineeenieina 1,569,927
TR OO OO OO OO O OO O OO OO OO OO PO OT PP PPTORTURPPPRYRRSRTPPRE) [RPPOVRTORORUPPIRTUTIYD 0,0, CHURTROIRROURTRRTOR) [RUURORTRRORTRTIDD 0, 0, CHRIRRTRRURRRRSYRT [OUTRTRRIURTRURIIND ¢, 0, COPRURURRRRORORTY TSRO RR XXX cteereirnennsinsisnnnnes | coneesersssessesee s 1,670,063
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - HOSPITAL AND MEDICAL
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 2003, | s 1,630,126 | ..oooveveceeiiinienes 1,319,183 | oo 81,568 | ..o L/ A I 1,380,751 | oo BAT | o [ e | b 1,380,751 | oo 84.7
2. 2004 | e 1,696,371 | .ovveririeiriincinns 1,375,057 | oo TTA3T | o 5.6 | e 1,452,494 | ..oooone 85.6 | .o 247 | ot | s 1,452,741 | oo 85.6
30 2005 e | e 1,745,443 | ..o 1,455,191 | oo 84,411 | oo 44 | s 1,619,602 | ..o 871 | e 2,221 | e 2 | s 1,621,825 | oo 87.2
4. 2006........icres | e 1,832,423 | oo 1,654,753 | oo 89,464 | ..o A5 | s 1,624,217 | oo 88.6 | .o 15,173 | e TATT | e 1,640,867 | ...oorveriecrieiriirernena 89.5
5. 2007 ... | e 1,898,915 | .o 1,369,051 | .o 62,713 | oo 4.6 | 1,431,764 | oo 754 | 301,012 | .o 7,866 | .o 1,740,642 | ..o 91.7

Prior year amounts have been changed to reflect merged balances.
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Statement as of December 31, 2007 of the Blue Care Network of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - MEDICARE SUPPLEMENT

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

3
2005

@ ok w b =

................................................. 9,303

SECTION B - INCURRED HEALTH CLAIMS - MEDICARE SUPPLEMENT

Year in Which Losses
Were Incurred

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - MEDICARE SUPPLEMENT

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
1. 2003 | e T3TT5 | e 61,504 | oo 3,826 | .o (G 65,330 | oo BB.6 [ evueureereereieiee it seierieniees | ettt | ebrest st 65,330 | ovoeerieieeeieeeieeaa 88.6
2. 2004 | s 77,503 | oo 64,510 | oo AT52 | oo TA | e 69,262 | ... 894 | e T ] e | e 69,263 | ..o 89.4
30 2005 | s 83,083 | ..o 72,661 | oo 4329 | oo B.0 | i 76,990 | .o 92.7 | e A | s | e 76,994 | oo 92.7
4. 2006.........ciricrenens | e 86,073 | oo 76,867 | oo 4,009 | oo 5.2 | e 80,876 | ..o 94.0 | .o 127 [ s 7 IO 81,075 | oo 94.2
5. 2007 ... | e 87,718 | oo 66,432 | ..o 3,046 | .o 4.6 | 69,478 | ... 79.2 | 9418 | . 382 | s 79,278 | .o 90.4

Prior year amounts have been changed to reflect merged balances.




Statement as of December 31, 2007 of the Blue Care Network of Michigan

U & | Ex.-Pt.2C-Sn A-Paid Claims-Dental
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Dental
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Dental
NONE

U & | Ex.-Pt.2C-Sn A-Paid Claims-Vision
NONE

U & | Ex.-Pt.2C-Sn B-Incurred Claims-Vision
NONE

U & | Ex.-Pt.2C-Sn C-Expense Ratio-Vision
NONE

12.DO, 12.VvO
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Statement as of December 31, 2007 of the Blue Care Network of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

@ ok w b =

SECTION B - INCURRED HEALTH CLAIMS - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

Year in Which Losses
Were Incurred

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - FEDERAL EMPLOYEES HEALTH BENEFITS PLAN PREMIUM

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
1. 2003 | e 67,319 | oo 46,284 | ..o 2,270 | e 4.9 | 48,554 | ... T2 | oo ieresiees | e | errest et 48,554 | ..o 721
2. 2004 | s 63,712 | oo 43,531 | s 2,864 | .o 8.6 | e 46,395 | ..o T2.8 | oo 2 | et | e 46,397 | o 72.8
30 2005 | s 71,616 | oo 52,908 | .o 2,873 | o 5.1 | e 55,581 | oo T8 | s 30 [ | s 55,611 | oo 77.7
4. 2006.........irierenens | e T7,588 | oo 71,297 | oo 2,984 | o A2 | e TA275 | oo 95.7 | o B02 | o 39 [ T4,916 | oo 96.6
5. 2007 ... | e 71,597 | o 57,857 | v 2,638 | . 4.6 | 60,495 | .. 84.5 | . 9,042 | .o 353 | 69,890 | ..o 97.6

Prior year amounts have been changed to reflect merged balances.
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Statement as of December 31, 2007 of the Blue Care Network of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XVIIl - MEDICARE

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

@ ok w b =

SECTION B - INCURRED HEALTH CLAIMS - TITLE XVIIl - MEDICARE

Year in Which Losses
Were Incurred

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XVIII - MEDICARE

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
10 2003, | e 48,311 | o 83,503 | ..t | et 0.0 | e 63,503 | oo T37.0 | et | ettt enies | ceensent st nnen 63,503 | v 137.1
2. 2004 | ettt | fesi bbbttt | etbee sttt bes | sbebiees sttt 0.0 | oo (01 O 0.0 [ 1o | et | ceer st (01 RN 0.0
30 2005 s | et | ettt | etbre sttt | chenees sttt 0.0 | e (01 O 0.0 [ 1o | e | e (01 OO 0.0
4. 2006.........iricrenens | e 36,716 | oo 34,465 | .o 2147 | o 8.2 | e 36,612 | oo 99.7 | e 752 | o 39 [ 37,403 | oo 101.9
5. 2007 ... | e 91,359 | i 61,863 | ..o 2,672 | i 4.3 | s 64,535 | ..o 70.6 | oo 15,570 | v 349 | 80,454 | ... 88.1

Prior year amounts have been changed to reflect merged balances.
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Statement as of December 31, 2007 of the Blue Care Network of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS

(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - TITLE XIX - MEDICAID

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

1.

2.

3.

4.

5.

6.

SECTION B - INCURRED HEALTH CLAIMS - TITLE XIX - MEDICAID
Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year
Year in Which Losses 1 2 3 4 5
Were Incurred 2004 2005 2006 2007
1 PHIOT ettt | s R PRI A ettt | st | Shee bbb eee | Heeb R
. 1 PO T PO TTSPURTRPRPRURTP PRSPt 1. B NI N TN I OO OO TPTTT
0 D 0. € O OO OO DO
B, 2005ttt SRR R SRR £ E £ R RS SE LSRR RS R AR R e A e st n s XXX teitireirrenseeneinnens | ceeeeesseeeseese ettt ee st ess st essees | sesstseesee s st e e e s st s et E e ts s st st et ens | HeEnene e RR et e et E et en
B 200B...eeeeereeees ettt RS SRE£E R £ E R E £ AR A R R bbbt 99,9, GOSN IO XXX ttirrieernerneineensens | ceeeeseeteeene ettt ens | eebebae ettt st en
B 2007 ettt R £ R E e E R4 R £ESEE LA EE SRR R EE LA EESEE LR E R AR ARk P09, OR[N 20,8, IR [ XXX cteeernrennsinsnnnesanes | oersseesssse ettt
SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - TITLE XIX - MEDICAID
1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment
Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent
Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)

1. 2003 | serteee et nientes | seeesiestsse s st s s sntestsetens | sntessessensessssssesessessessssssssenes | sesseessesensessnenenseseeeeng 0000 e v 0 | 0.0 [ 1o | ettt | cbeai sttt (01 RN 0.0
2. 2004 | et | sttt bbbttt | etbee sttt es | Sbeees sttt ees N ..................................... 0.0 [ 1o | et | ceer st (01 RN 0.0
30 2005 e | et | rebee et | sresesb ettt sttt etens | eeseniese ettt 0.0 L e 0.0 [ 1o | e | e (01 OO 0.0
4. 2006......... e | rereee s | sttt nies | sebere ettt ens | ess st 0.0 | e (01 O 0.0 [ 1ot | e | e (01 ORI 0.0
5. 2007 ...t | et enens | nersnes st e nt st e e | ereensene e sene et nenens | fessentsnenesene et 0.0 | 0 [ 0.0 | i | rerens s | serersene e 0 ] e 0.0
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Statement as of December 31, 2007 of the Blue Care Network of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT

PART 2C - DEVELOPMENT OF PAID AND INCURRED CLAIMS
(000 Omitted)

SECTION A - PAID HEALTH CLAIMS - OTHER

Year in Which Losses
Were Incurred

Cumulative Net Amounts Paid

@ ok w b =

SECTION B - INCURRED HEALTH CLAIMS - OTHER

Year in Which Losses
Were Incurred

Sum of Cumulative Net Amount Paid and Claim Liability, Claim Reserve and Medical Incentive Pool and Bonuses Outstanding at End of Year

SECTION C - INCURRED YEAR HEALTH CLAIM AND CLAIM ADJUSTMENT EXPENSE RATIO - OTHER

1 2 3 4 5 6 7 8 9 10
Claim and Claim Total Claims and
Years in Which Adjustment Unpaid Claim Claims Adjustment

Premiums were Earned and Premiums Claim Claim Adjustment Percent Expense Payments Percent Claims Adjustment Expense Incurred Percent

Claims were Incurred Earned Payments Expense Payments (Col. 3/2) (Col.2+3) (Col. 5/1) Unpaid Expenses (Col.5+7+8) (Col. 9/1)
1. 2003 | et benens | sttt BB [ eoeereerereerenineieierieeinineieens | erreeset et aees (00 TN LG 0.0 [ ottt | rereni ettt enies | ceeeient ettt L R 0.0
2. 2004 | et | et 35 [ s | s 0.0 | oo 35 [ s 0.0 [ 1ot | et | ceerent bbbt 35 [ 0.0
30 2005 e | i | e 30 [ | s 0.0 | oo 30 [ o 0.0 [ 1o | et | e 30 [ 0.0
4. 2006.........ceirrerenrn | e | e BT [ e | s 0.0 | e 3T [ s 0.0 [ 1o | e | e 31 [ 0.0
5. 2007 ... | et enees | srsens s sen st 39 | | e s 0.0 | 39 | 0.0 |1t | rerens s | ceensene st 39 | 0.0
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Statement as of December 31, 2007 of the Blue Care Network of MiChigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 2D - AGGREGATE RESERVE FOR ACCIDENT AND HEALTH CONTRACTS ONLY

1 2 3 4 5 6 7 8 9
Federal
Comprehensive Employees Title Title
(Hospital Medicare Dental Vision Health XVII XIX
Total and Medical) Supplement Only Only Benefit Plan Medicare Medicaid Other
POLICY RESERVE

1. Unearned premium reserves

2. Additional policy reserves (a)

3. Reserve for future contingent benefits...........ccovveererrinrnenernennneneienes [ o 0 [ [ e | e ststnennns | sreesress st estenssnens | srtesessssesssstessssssestenssssnssesss | steesestesensestesssssessessastnsnes | stseesessestansaessessess s tnsestentns | srestensessess sttt et ensenrens

4. Reserve for rate credits or experience rating refunds

(including §.......... 0) for investment iNCOME............cevevvevereveereeeieeeseenens [ e 3,645,347 [ .o [ e 1,722,325 | cooeveeeeeeeeseeseisevesens | cenrsre s ssssssees | ervevessssensnenens 1,048,363 |..oovevirereiirnnns 874,659 | .ot | v

5. Aggregate write-ins for other POIICY FESEIVES.........ovvurrrerirnrerrenenrenrirenns [rrrerssesse s ssessesenes [0 0 o [0 [0 [0 (0] R 0 ] (01 OO 0

8. TOHAIS (GrOSS)....ueeererermeeerreesreeseesseesnsssssesssssessssessseesssssssssssssssssssssssssssnes | veesssssssnsssssnees 5717187 | oo 2,071,840 | .o, 1,722,325 [ .o (U (U 1,048,363 | ..oveovverrrrererennn. 874,659 | ..o (U 0

7. ReINSUTANCE CEURM..........verrerrireririteeeeee e | enrssssssss s 0 | | e | | s | o | crssnesssssne s ssne s | conrsnrssssns s | senere st

8. Totals (net) (Page 3, LiN€ 4)......ccoivisiiiiinsiisiisciscs s | o 5,717,187 | .o, 2,071,840 |...coooovviinne, 1,722,325 [ .o, 0] i, [V I 1,048,363 [ ..o, 874,659 ..o 0], 0

CLAIM RESERVE

9. Present value of amounts not yet due on claims..........c.ccceveververereesenes [ o 0 oo [ e [ e | s sesssesssssesess | sresiesnsesesnse e sessesesens | sessesestesesssseneseessesessssesses | sresessesessssesesessssessessssessenns | sesesiessses et sees

10. Reserve for future contingent DENEfits............ccevvveveveieeeieceeerie s | e 0 [ eoereeeereererreeeerietesieneesens [ e sessessse s [ eevssresesee s ssssssenns | ceresee e essssseseens | sreessiiseses st s sestesssssens | seversestesiesessesesstessessesensenaes | eeteresesseseesesnasssessessnsensenas | seresesnse ettt s e saees

11, Aggregate write-ins for other Claim reSErVes..........ovvnrrreneenrreinrnsnns [rssrsnssss s [0 0 o [0 [0 [0 (O] 0 ] (01 OO 0

12, TOLAIS (GFOSS)...vrvrurerrerererereeeeseeseesesssessssssesssssssssesessesssssssssssssssssssssessesssnsss | ressessasssesssssssasssssessessnes (O [ [0 (01 (O [ [0 (0] (0 [0 0

13, ReINSUrANCE CEARM. .......vuuverririieieieeieieireeessisesssesesesesnesesesesssnnees | strssssssssr e 0 | | e | | s | o | crstnesssessn s ssnessnesnnens | conrsnsssssss s | enere s

14, Totals (Net) (PAGE 3, LINE 7). eseeseissiesiensenenns | corvieseissiesesssiesessssesienaens [0 OO (O RO (01 OO (O OO (01 OO {0 OO (O TR (01 TN 0

DETAILS OF WRITE-INS

080T, oottt ene s | sereri et nens 0 | [ eermneessnneessesnesssessnens | e | s | s | s s | e e | s
0502, oo s nensens | seresi et nees 0 | oeriererreemrenisereserrmenessees [ eermneesseneessesns s [ e ensses | e | e | s s | erssesss s enees | et
0803, oot nens s | serens et 0 | oerirerrermrenieresesrmressees [ eermneesssneessessesssesssenens | e ensses | e | s | s [ erssesss s enses | et
0598. Summary of remaining write-ins for Line 5 from overflow page........ccoocee [ corvrennensinnrs (O [ [0 (01 (O [ [0 (0] (01 R (01 OO 0
0599. Totals (Lines 0501 thru 0503 plus 0598) (Line 5 @bove)......ccovvniiuensiinss | covvescissississs s 0 e (0 0 s, (0 R (O [V (0 R 0 e 0
1107, et | eebe et 0 | erieerirerieeriesenneniersnnens [ eereneesenmeessessssesssenseens | e sssesssesses | s | s | s [ eresees st ses e | e
1102, ot | cere et 0 | [ eereeesenneesiesneesesensnens | e | s | s | s s [ erssesr st enees | s
1103, st | eere et 0 | oerrerrererenieresenrieeisens [ cereeesssneensesn s [ e | e | e | s s | e | s
1198. Summary of remaining write-ins for Line 11 from overflow page.........ccc.| veeverveveeerceeese e (01 TR (01 T (01 (01 TR (01 O (0 T (01 TR (01 SN 0
1199. Totals (Lines 1101 thru 1103 plus 1198) (Line 11 @bOVE)......covrvvswerriinns e [0 S (01 O (01 (01 O [0 O (01 SN (01 (010 N 0
(@)  Includes§.......... 0 premium deficiency reserve.




Statement as of December 31, 2007 of the Blue Care Network of Michigan

UNDERWRITING AND INVESTMENT EXHIBIT
PART 3 - ANALYSIS OF EXPENSES

Claim Adjustment Expenses 3 4 5
C:)st OtherZCIaim General
Containment Adjustment Administrative Investment
Expenses Expenses Expenses Expenses Total
1. Rent($...... 0 for occupancy of own BUldiNg).........ccevreerreiiereeeeseesee s | e 1,504,438 | ..coovrnecn 944,950 | ..oovvvn 8,225,245 | ... | e 10,674,633
2. Salaries, wages and other bENEfits..........ccccouueieiveierseieieese e essssesenes | creniens 30,055,472 | .......... 15,260,505 | .......... 67,693,042 | ..coovveinnne 103,645 | ........ 113,112,664
3. Commissions (less §.......... 0 ceded plus §.......... 0.@SSUMEA)......ucveerererierireieresisesessennns [ eeresssssesiesesissieses | vevesssssesesssssesiesens | oseenes 46,838,325 | ...coverererrerereinns | e 46,838,325
4, Legal fEeS ANA BXPENSES......c.ceveveeieiieieiesies sttt sttt sssssesbssas | suesssessessssssessessssssssss | eesessessissessessssssesses | essessessissanes 39,194 | [ e 39,194
5. Certifications and accreditation fEeS..........ccocurwrrririnererierreeseesssensesis | v 87,253 [ .ooeveeerrrerrincrinnenes | revvienreesineninneniens | e [ e 67,253
6.  Auditing, actuarial and other CONSUIING SEIVICES.......cccvrurirrieieirieieisiissesessrsssenseeenns | servessesnsnens 787,105 |.covvverrnes 98,170 | wevreee 3,458,306 | ..covrrirririrrinad 652 | corrnns 4,344,233
7. TraveliNg EXPENSES......cvievreiirrieieisissie et ssse s sssssse et sssessesssssssessessessssesnss | sresssssssesses 603,098 | .coovvrinne 120,351 | coovvene 1,532,766 | ...ocvvvrrerrrnnes 1,686 | ....c.o..... 2,257,901
8. Marketing and adVvertiSiNg.........cccucricreiiesiice e saerens | crenereninerenes 79,605 | oo | eveveinns 3,005,016 | .oevereerererriereeeeen | evereiin 3,084,621
9. Postage, express and telePhONE............cccveeeevevciiesieeseeeee s sesssenes | ceveesesansenns 320,468 | ...ccovverernnn 9,857 | v 2,302,204 |....coovvevrrrrrene 246 | ............ 2,632,775
10.  Printing and office SUPPLIES.........covvieeveierrcteece ettt ssstesssnsens | eveesssseseenes 517,587 | .o, 62,427 | ... 4,161,595 | ..ooovcreiian 440 | e 4,742,049
11, Occupancy, depreciation and amortization.............cceeveveereeeierieieresesee e | cveerrereseenns 661,003 | .ooevernnn 400,345 | ....co..... 2,806,661 |....cccccvrrerrene 7,538 | oo 3,875,547
12, EQUIPIMENE.....ooiiicererciereiess st esess s ssssessssssssesssssssssessssns | esessesssnns 106,721 | .o 61,305 [ .vvvvernns I[N A T ORI I 568,605
13.  Cost or depreciation of EDP equipment and SOftWare.............cccoveveviereereeivereeereeeeiesnns | covveeinnan 2,498,301 | ..ocvevee 236,457 | .......... 17,153,497 | .oovvverrnns 3,388 | .......... 19,891,643
14.  OQutsourced services including EDP, claims, and other SEervices............ccveuveveverreresreees | cevveene 20,297,057 | .......... 10,094,745 | .......... 22,434,366 |....ccovvnee. 33,351 | ... 52,859,519
15.  Boards, bureaus and assoCiation fEES............eueevererriiesiereie e esseseseesens | cveereeresaenns 201,489 | ..o, 6,453 | .o 1,102,410 [ .o 2,267 | oo 1,312,619
16.  Insurance, eXCept ON IEAl BSIALE.........cc.ccvvveverceec e sestenes | sresiesesisseseenes 7133 | 4734 | 791,555 | oo | e 803,422
17.  Collection and bank SEIVICE ChAIGES.........cccevivriveieicieeieeec et ssssssessens | crsssesiesissesesessesssssens | essesssssessssssesesissenss | seveesessessseesesssssesienes | oevesesiesenns 278,022 | .o 278,022
18.  Group service and adminiStration fEES.........ovuerrrurrrririirrirriiinrnsiecssiseisessssssesssseseseses | seesessessnsssssssssnssssesnss | eessssssssssssssessnssnssnnes | sesssessessesssssssessansns | rresessesssssessessssssnssns | sesseessesssnesessassnnens 0
19.  Reimbursements by UNINSUIEA PIANS..........curiuieiinriininrireieceneieesssissesssssssssssssessssssnens | seesessessnsssssssssnsssnssnss | eessssessssssessessssssnssnses | snssssssessessssssssessansns | srreessesssssesssssssssnssns | seseesmssesssneessassnnens 0
20. Reimbursements from fiscal iINtErMEIANES...........cc.vverreernerrrrerrreseeereniens | rerressensessessennnens | sevnsnnssssssnssnnssnsen | cneesesssssnseneeneees | oresnesnesesesesnns | e 0
21, Rl EStALE BXPENSES......cuceereriiceeieiineire sttt ettt et sestensssssnnss | restersessesessestenennies | sesteesnesessessessnsessens | srtsessesiestesenessesseninees | susessessessesestessensests | sessessessesenesesaeneees 0
22, Real BSIAtE TAXES.......cverececrecrcrre sttt | restestensessennensinnns | sereersinninsinsinssnnies | ceeriessensenenesseenes | s | s 0
23. Taxes, licenses and fees:
23.1 State and 10Cal INSUrANCE TAXES..........c..cvuuruerieiiiiiieeireireiriiesieseesissesssssnesssessens | criessinssisesisesinesinesens [ sereseessessessessesseens | coeseesinsenees 48,998 | ..o | e 48,998
23.2 State PreMIUM fAXES.....c.uvuereeeeieecireieeeesretseesesseeesesessess s st ssssessestesssessessssssssesss | essessessessnsssessessassnens | reesessesensssessassnsssnssns | seessssssssnssnsssssessessne | seeressessssssssessnssnnssnes | coesessessnsssnessssnsenns 0
23.3 Regulator authority iCenSes and fEES..........c.ccveuiviuirieiecceeee s | e sesissssenes | cesssesesssssesesissensens | oereessssene 400,016 | oo | e 400,016
234 PaYOll XES......veveevemcereeeseeeseesseeesse e ssesssesss st ssess st ssesesssesssssssssssns | seessceenas 1,634,919 | oo 888,857 | .ovvernes 3,965,858 | ....coourrercrinrrrircnis [ e 6,489,634
23.5 Other (excluding federal income and real estate taxes).........ccvvevverieeieeiieiies | e | [ e e | e esessns 0
24. Investment expenses NOtINCIUAEd EISEWNETE...........c.cuivevcicieiiseeseeseie e [ e | ervenieisssesesesenes | srnsesessssssseseissens | siesiessssesessssssssssssens | evvesissessssessessssnsees 0
25.  Aggregate Write-ins fOr EXPENSES.........ccviveiveieieiieisie e sssessessessssens | eressessesaens 605,394 | 50,201 | s 491,013 | oo (U1 I 1,146,608
26. Total expenses incurred (LINES 110 25).......cccuumevmcererieceinineeeesisesisenssssssssessseenes | eveenens 59,947,043 | .......... 28,239,357 | ........ 186,850,646 | ......c....c.. 431,235 | (a)....275,468,281
27. Less expenses unpaid December 31, CUMTENt YEAN........c.ccvurvereierernesiesessesseesessssenss | everieinns 7,191,939 | ............ 3,387,919 | .......... 39,807,245 | ....ooverereiereresins | e 50,387,103
28. Add expenses unpaid December 31, Prior YEaI..........cceeviveieireenisereseissiesessessssssesenes | evesiennns 4,204,186 | ............ 2,544,692 | .......... 35,419,324 | ..o | e 42,168,202
29.  Amounts receivable relating to uninsured plans, PriOr YEAI.........ccvveveerereierenennenns [ eervessesieisesenesiens | erveseisssiesesesenes | e | siesiesssssensssssssssees | oo 0
30.  Amounts receivable relating to uninsured plans, CUMTENE YEAI...........covvvererrerrereieierieres [oieisierieisesesiesiess | ereriessssssesessssesesies | srossessesesssssssessessnsens | sessesssssnessessssensassess | eosesssssssessessessssaseas 0
31.  Total expenses paid (Lines 26 minus 27 plus 28 minus 29 plus 30)..........ccccoeeecerceeceecres [ eorrennes 56,959,290 |......... 27,396,130 |........ 182,462,725 |............... 431,235 |........ 267,249,380
DETAILS OF WRITE-INS
2501, OthEr BXPENSES......cuurvererverriiiriseiresiesessessssessssesseesssssesssessssssssesssssesssessssesssssssssessens | oessssesesnns 605,394 |...coovvrrerennn. 50,201 [ cooovvrenens 491,013 | oo | e 1,146,608
2502, sttt | seestenss et ens | seeneseenss s eneses | certenes s enssenns | e | e 0
2503, st | seestsennsenesi s neniens | seenesennss e eneses | cersenernenss e enssenns | e | e 0
2598. Summary of remaining write-ins for Line 25 from overflow page........c..ccovvevevevecrerieeees | ovvververeiieeeenisins (1] I (01 (0] (01 0
2599. TOTALS (Lines 2501 thru 2503 plus 2598) (Line 25 aboVe)........coverireererecsisieresensn | e 605,394 |..ccooovrnenen. 50,201 | oo 491,013 |, (O 1,146,608
(@) Includes management fees of $.....31,977,580 to affiliates and §.......... 0 to non-affiliates.
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Statement as of December 31, 2007 of the Blue Care Network of Michigan

EXHIBIT OF NET INVESTMENT INCOME

1
Collected
During Year

2
Earned
During Year

U.S. government bonds
Bonds exempt from U.S. tax
Other bonds (unaffiliated)
Bonds of affiliates
Preferred stocks (unaffiliated)
Preferred StoCKS Of @ffiliAES...........cceveeveiieeic ettt st
Common stocks (unaffiliated)
CommON StOCKS Of AfIIALES........c.cvueveiiiiicicse ettt bbbt bbbt
MOMGAGE I0NS. ...ttt
REAIESTIALE.......ceiece ettt R AR sttt s
CONTACEIDBNS.........oeveeeei ettt bbb s ettt s st s bbb et se ettt s st
Cash, cash equivalents and ShOM-terM INVESIMENES............cccvcicuieie ettt s
DEIVALIVE INSITUMENES.......cviviiieeiicie ettt ettt s et s et s bRt b st s s
OhEr INVESIEA @SSEES........ouvecvsieiieitcisetete ettt bbbt bbb bbb e ettt e b bbbt e s bt
Aggregate write-ins for investment income
Total gross investment income

....33,619,265

Investment expenses

Investment taxes, licenses and fees, excluding federal INCOME tAXES.........vurerrrrerieeirriinrieieesie ettt
INEEIESE BXPENSE. ...eueeieciresee ettt b s8R R R ARt eeen
Depreciation on real estate and OthEr INVESIEA @SSELS...........uuiururiierirrieieieee ettt st b8 s b E bR s e e bbbt

Aggregate write-ins for deductions from investment income
Total deductions (Lines 11 through 15)

Net investment income (LIN€ 10 MINUS LINE 16).........c.cuiueieiciiiicieciesitee ettt bbbt

431,235

0901.
0902.
0903.
0998.
0999.

Summary of remaining write-ins for Line 9 from overflow page
Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above)

1501.
1502.
1503.
1598.
1599.

Summary of remaining write-ins for Ling 15 from OVEMlOW PAGE.......vwrreriririreieiniiseiressieei ettt
Totals (Lines 1501 thru 1503 plus 1598) (LINE 15 @DOVE). ... rueerrireiisiiesissiseiesssssiseens e snsess s sss st ns s sesssssssssssssssas

PN
[ =a

—
Lo

sess

=]

Includes $.....136,241 accrual of discount less $.....77,606 amortization of premium and less $.....1,527,901 paid for accrued interest on purchases.
Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium and less §......... 0 paid for accrued dividends on purchases.
Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium and less §.......... 0 paid for accrued interest on purchases.

Includes §.......... 0 for company's occupancy of its own buildings; and excludes §.......... 0 interest on encumbrances.

Includes $.....6,719,383 accrual of discount less $.....821,060 amortization of premium and less $.....3,943,181 paid for accrued interest on purchases.

Includes §.......... 0 accrual of discount less §.......... 0 amortization of premium.

Includes §.......... 0 investment expenses and §.......... 0 investment taxes, licenses and fees, excluding federal income taxes, attributable to Segregated and Separate Accounts.

Includes §.......... 0 interest on surplus notes and §.......... 0 interest on capital notes.
Includes §.......... 0 depreciation on real estate and §.......... 0 depreciation on other invested assets.

EXHIBIT OF CAPITAL GAINS (LOSSES)
1 2 3

Realized
Gain (Loss)
on Sales
or Maturity

Other
Realized
Adjustments

Total Realized
Capital Gain (Loss)
(Columns 1 +2)

4

Change in
Unrealized

Capital Gain (Loss)

5
Change in
Unrealized
Foreign Exchange
Capital Gain (Loss)

1.1
1.2
13
21
211

)
© oo ~No® o w O
NS

—
I

U.S. goVernmMENt DONGS........c..cvevieereeirieeeieie et sesisssssesiess | eevesresesessesseseens 108,724
Bonds exempt from U.S. tax
Other bonds (unaffiliated)

Bonds of affiliates
Preferred stocks (unaffiliated)
Preferred stocks of affiliates
Common stocks (unaffiliated)
Common stocks of affiliates
Mortgage loans
Real estate
Contract loans
Cash, cash equivalents and short-term investments....................
Derivative instruments
Other invested assets
Aggregate write-ins for capital gains (I0SSES)........evrvvrrereereerneenes

...... 108,724

Total capital gains (I0SSES).......cverurrrrrierreririieseeseiieiseiseieesnessenas

0901.
0902.
0903.
0998.
0999.

Summary of remaining write-ins for Line 9 from overflow page....
Totals (Lines 0901 thru 0903 plus 0998) (Line 9 above)...............
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Statement as of December 31, 2007 of the Blue Care Network of Michigan

EXHIBIT OF NONADMITTED ASSETS
1

2 3
Current Year Prior Year Change in Total
Total Total Nonadmitted Assets
Nonadmitted Assets Nonadmitted Assets (Col.2-Col. 1)

1. Bonds (Schedule D)
2. Stocks (Schedule D):
2.1 PrEferred STOCKS. .....c.cuurverreeecriiirirceiresiesi it sesss s ssesssesssesssssssssneses | sesssnessssssisssss s eest s esssssenssns | sersseesti ettt | seesieee st 0
2.2 COMMON SEOCKS........ueviviieiicictcieie ettt bssbes s sessseens | sosssesssssssesses e sessesaees 3,874,760 | oo | e (3,874,760)
3. Mortgage loans on real estate (Schedule B):
B0 FIESEIENS oottt sttt sttt tns | sestees sttt st st st ettt sens | enteeseesent et e st st st sr st st s st entns | esteesestentantess sttt rentns 0
3.2 Other than firStIENS........cvuuceirrrieriierseciesersiesri e sssss s esssssssssnenins | sessssessssessseessssessseessssssessssnenssns | sersssesssssesssnessesssesssssessssssssenssses | seesssessssetsssnesssesssesssssessesssenes 0
4. Real estate (Schedule A):
4.1 Properties occupied by the COMPEANY.........cceviiiiiriieieeseeesssiesessssesssssssesesses | coiesiessissessesssssessssssssssessesssssesss | ssssssisssesssssessssessssssssesssssessassnnss | sssnsssessssessssssssesssssessessssssessnes 0
4.2 Properties held for the production Of INCOME............ovruririrrirrrerreeernsieeneinsieens | e isesssssssssssessesssssesss | sesssessssessessssesessessssssssessssssessessnnes | sesnessssssssssssssssssessssssessasssssssssnnes 0
4.3 Properties Neld fOr SAIE.........cccevueieieiiriicieisrsessss sttt ssessss s ssessnss | criestessissessesssssesssstssssssessesssssesss | srsessisssessassesestesssesessesssssessessanss | arsessies s nes 0
5. Cash (Schedule E-Part 1), cash equivalents (Schedule E-Part 2)
and short-term iNVESIMENtS (SCREAUIE DA).........covueveicieeeieeeeseesessesee et essssssssesees | ceriesissessesissssssssssessssssessesessssseses | sresississesesissssssssssessssssessessssessesss | essessesisssssessessssssssesssssssssesseses 0
8. CONMTACTIOANS. ...ttt bbbttt | Cretb et s et ens | Hesente sttt | ebeeebe e 0
7. Otherinvested assets (SCNEAUIE BA)...........oceeieieieeeieeesiese e essesssesssssssssessssssens | siesiesisssssssssssssssssesssssssessssssssssses | sresesssssesesssissssssssessssssesesssssssesss | sossessesisssssessesssosssssssssssssssesseses 0
8. RECEIVADIES fOr SECUMMIES. ...ttt ssb i | Ceriess et sinens [ Hesesbesbssssesb b en e nsssn b snssenisne | sbonsbeesseenss s en bbb 0
9. Aggregate write-ins fOr iNVESIEA ASSEIS........vvuriirrrerrieiinrireireiiesireieesseeessssseseesessesssessessenss | ossisssesssssisssessssssssssssssssssassassans {01 SR 0 ] e 0
10. Subtotals, cash and invested assets (LINES 110 9).......cccveueirieiiieieieeeseeensesseeessnies | e 3,874,760 | oo (01 U (3,874,760)
11, Title plants (fOr Title INSUIETS ONIY).....c.vruuevririierireieiieriss et ssessessssssesssssssssesss | ressssssssssssessassssssesssssssssnssasssnssnsses | stessssssessessssssessasssssnssasssnsnssessanse | ssesssmssessasssssessasssnssessessanssnssesens 0
12, Investment inCOME dUE @NT ACCIUB............covuuiviniiiiiiiiiiriiiiseisisre e [ st ssinnins | ersessiesi s sesiesins | eriesisine s 0
13.  Premiums and considerations:
13.1 Uncollected premiums and agents' balances in the course of collection
13.2 Deferred premiums, agents' balances and installments booked but
deferred and NOt YEE AUE........c.couevvcieiecseeess et ssestessens | criessessissessessssesessssssssessessssssesss | srssssissesssssesessessse e ssesssssessesssnss | assissiessssess e snes 0
13.3 Accrued retroSPECHVE PIEMIUMS.........ccruriurreeerrieereeieeseesssisessssessessessssssessssesssssssssessans | semssesssssssssessssssessssssssessesssssnssesss | sessssssssessssssssessessssssessessssssessessanss | sesssssmsssssssssssessasssssessnssssssssnes 0
14. Reinsurance:
14.1 Amounts recoverable frOM FBINSUTETS...........cvieierreecieiiereneineesseeisesssesssesisessenssenss | resiressseseesissesesssessnesssessessnessens | sesesssesssesssesssesssesssesssessssssssssssnssne | seoesssesssesssesssnsssnssssesssesssessnessnens 0
14.2  Funds held by or deposited with reinsured COMPANIES..........ccovrivererniersreriierisieennens
14.3 Other amounts receivable under reinsurance contracts
15.  Amounts receivable relating to UNINSUIEA PlANS..........ccovirirriirineneieessisssisisseseeees | crereresssssesesssessssssssssssssssss | siesesssssssesesssssssssessssssesesssssssesss | nssessesssssssessessesssssssessessssssessesns 0
16.1 Current federal and foreign income tax recoverable and INtEreSt thErEON. ... | rerrririnrrcercrescrsiesessisiees | ceeteeise sttt sessestans | eeteseessesssssess st ssbe s ssesssnesentes 0
16.2 Nt defermed taX @SSEL..........vvuurrrreieririeierirsise s ress st sssssesssessssesnens | stssssessssesssesssssssssessesssesssssssssns | sesssnessssnesssenessesssesssssessssessesssees | sresssessssesss st 0
17.  Guaranty funds receivable OF ON AEPOSIL...........c.erururiiirrirriecineere ettt sssesesseses | reesestnssssssessssssessesssstsssessestsseesses | steesssssessasssssssssesssssssssessesssessessassns | seesssssessasssssessassssessessassssssessns 0
18. Electronic data processing equipment and SOftWaTE...........cccvevereereeereveserseesceseeseesessesiens | e essesee s 7,861,387 | .o 6,438,459 | covvreeeees (1,422,928)
19.  Furniture and equipment, including health care delivery assets...........cocvevieceierveeiiniceies | v 5,575,786 | ..covvvveverereeereieiaes 6,059,999 | .o 484,213
20. Net adjustment in assets and liabilities due to foreign EXChANGE TAES..........cccveviveirevereiees | e sssresesiesens | ereere s sses s ssssnsens | cressese s s s s es s seens 0
21. Receivable from parent, subsidiaries and affiliates..........ccoovevirieieiecisieceseeieiiei | e 2,003,485 | ...coovireieeeeeei 16,423 [ oo (1,987,062)
22. Health care and other amounts reCEIVADIE..............cccvevevcveieeie et sesenas | cereresie e 3,701,044 | oo 3422428 | ..o (278,616)
23. Aggregate write-ins for other than iNvested aSSEtS...........ceeireieieciesieeesese e | 2,807,464 [ ..o 5,531,630 | .o 2,724,166
24. Total assets excluding Separate Accounts, Segregated Accounts and Protected
Cell Accounts (LINES 10 throuUgN 23)........c.cuiveieicieeeieeieeeie et se s sssssssessesss | essessesssesssssssssssssesees 25,852,977 | .coovevveereeeiererine 21,883,774 | oo (3,969,203)
25. From Separate Accounts, Segregated Accounts and Protected Cell ACCOUNLS..........ccvvveevs | coerrerrieieieinsieissiseiesesiesieieses | ersssssessssese s ssessssssssessnnss | evnesisssssessssssssessssssessessssssssnes 0
26. TOTALS (LINES 24 @NA 25).......coomreerveereeerneeernsessseeesnseesseeesasessesssssssssnesssassssssssssessssssssassssas | eesssessmssssnsessassssneens LRV T4 [ — 21,883,774 | oo, (3,969,203)
0901.
0902.
0903.
0998. Summary of remaining write-ins for Line 9 from overflow page.......cccoceveeveueierneeieisssens | e (01 RPN O [ oo 0
0999. Totals (Lines 0901 thru 0903 plus 0998) (LiNE 9 @DOVE)......cuuruuieiueiieiriisirerissisisnessesissnessesnes | eonessnsssessesenesns e ssns s snessesnssnena 0 ] o 0 ] i 0
2301. Due from University Of MIiChIGaNn...........ccocueieieinriieieisssseissssis st ssessssssssessas | sessesssssessssssssesssssesessns 892,310 | oooerereeeereeieie 2,435,574 | oo 1,543,264
2302. Prepait EXPENSES.....c..vvrueerrresmerereesseesssesesssessssessssesssseessssesssasssssesssesssssssssssssssessssessssesssasssss | eeessnsessnessssnsssssesssneees 1,809,937 | coooorererereerieeiienenns 3,089,008 | ...oourverrrrerriereeenns 1,279,071
2303, VBRICIES......vorceeeeririircriresieses s ssesi st sesss s | eeessenss st T1B18 [ oooeeeerereerrrereerersssesinnens [ e (71,618)
2398. Summary of remaining write-ins for Line 23 from overflow page...........cccueveveveieecieirerieenns [ eovereceieeeie e 33,599 | oo T048 | .o (26,551)
2399. Totals (Lines 2301 thru 2303 plus 2398) (Line 23 8DOVE)........ccveveeirerseirei s | e, 2,807,464 |...oovovovviins 5,531,630 | .o, 2,724,166

Prior year amounts have been changed to reflect merged balances.
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Statement as of December 31, 2007 of the Blue Care Network of MiChigan

EXHIBIT 1 - ENROLLMENT BY PRODUCT TYPE FOR HEALTH BUSINESS ONLY

Total Members at End of 6
1 2 3 4 5 Current Year
Prior First Second Third Current Member
Source of Enrollment Year Quarter Quarter Quarter Year Months
1. Health mainteNanCe OrGANIZAtIONS. .........ccccvicveriiireiiee ettt b s s st s b s st a s s ses b ssebenans | sssesassnsesesnsesassnsesesnseaas 631,204 | 625,866 |....ccoovvvereiireiiieeieieina 620,178 | ..oveeieeeeieereiad 615,687 | ..o 612,957 | .o 7,396,750
2. ProVider SEIVICE OFJANIZAtONS. ........c..ccviieiveieiiieeisiete ettt bbb bbbt a b ae b b s s bbb bbb e s s s sebessssesssnsetans | 4bsebessssesessssesesessssessssssebessesesessnsets | shesesssesessssesesssesesassetessssesesassetesns | ebessesesesesesessssesessssesesssetesssesasins | sbessesesssesessssssesssssesessesesssentesessens | sestesessesessssssesessssesesssesesssetesssseses | nebesasesesessesesassesetes et et s e st s e bens
3. Preferred ProVIAEr OFGANIZAtONS..........cccccveieiiieieicisie ettt ettt b s s st b bbbt s s ssens | 24ssessssassessesentesses s bensessebnsessessenas | stessebansessessesnstest et e tentessebstensessesns | stesebntessesiesestesses et estessesentensesntas | stessetestessessetestesae s et s tes et entensesetes | sbessesetestesebst e s ss et s st ntentes et | Shessesetest et bt s b a sttt
4. POINE Of SEIVICE. ....uurvuiicerieise ittt sttt f s8££ s8R st bs s s s enssessens | setssssessantansnssentensantnnsesan 15,495 | .o 14,503 | oo 13,9071 | oo ST I RN 13,446 | .o 167,921
B INAEMNILY ONIY.....ocviviiieciictcecc ettt b s bttt s bbb s b b st b s st b e b s s et s s st b s e s et s et et ssebessnas | suebebissebessssesesassebes s seaesasaebebessetesas | ebessetesasstebesseretesseaebesetesessnsetasns | ebebsetesessesess et bessebetessesesesantetenna | seebeseseieteseetetes s et et estebesssetesanaetes | netesisiebesssetes s et ebasse b et s seaebensetesens | sbesereteseaete st et es et b et e s s e bnee
6. Aggregate Write-ins fOr OthEr lINES Of DUSINESS..........cviuiviiieiciiitee ettt bbbt enses | ssetastessessbessessss st esses st sntensessntan 0 | e 0 ] oo 0 ] oo 0 ] oo 0 | o 0
o OO OO OO SO E PSP [PV O OO PO 646,699 | ..o 640,369 | ..o 634,079 | ..o 628,864 | ... 626,403 | ..o 7,564,671
DETAILS OF WRITE-INS
0GP OO OO OO OO OO DT DO OO OO OSSP POTOT OO
L0 P P O OO PO PP PO OO
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Statement as of December 31, 2007 of the Blue Care Network of Michigan

NOTES TO FINANCIAL STATEMENTS

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

Accounting Practices

The financial statements of Blue Care Network of Michigan (“BCN”) are
presented on the basis of accounting practices prescribed or permitted by the
Michigan Office of Financial and Insurance Services (“OFIS”).

OFIS recognizes only statutory accounting practices prescribed or permitted by
the State of Michigan for determining and reporting the financial condition and
results of operations of an insurance company. The National Association of
Insurance Commissioner’s (NAIC) Accounting Practices and Procedures
Manual, (NAIC SAP) has been adopted as a component of prescribed or
permitted practices by OFIS. As of December 2007 and 2006, respectively,
BCN had no permitted practices. OFIS has adopted certain prescribed
accounting practices that differ from those found in NAIC SAP. OFIS required
BCN to non-admit amounts receivable from parent, subsidiaries, and affiliates
(“PSA”) over 90 days past due. In 2006, NAIC SAP allowed amounts due from
affiliates to be admitted regardless of aging. Effective for years on or after
December 31, 2007, SSAP No. 96, Settlement Requirements for Intercompany
Transactions, An Amendment to SSAP No. 25 — Accounting for and
Disclosures about Transactions with Affiliates and Other Related Parties, both
NAIC SAP and OFIS required BCN to non-admit amounts receivable from
parent, subsidiary and affiliates over 90 days past due.

A reconciliation of BCN'’s net income and capital and surplus between NAIC
SAP and practices prescribed and permitted by the State of Michigan is shown
below:

2007
NetIncome, Michigan basis $ 49,846,841 $

State Prescribed Practices:
None

State Permitted Practices:
None

81,042,173

NetIlncome, NAIC SAP basis $ 49,846,841

81,042,173

Statutory Capital and Surplus, Michigan basis $ 244,109,720

State Prescribed Practices:
Amounts receivable from PSA

194,735,640

16,423

B.

State Permitted Practices:
None

Statutory Capital and Surplus, NAIC SAP basis $ 244,109,720 $ 194,752,063

Use of Estimates in the Preparation of the Financial Statements

The preparation of financial statements, in conformity with Statutory Accounting
Principles, requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosures of
contingent assets and liabilities at the date of the financial statements, and the
reported amounts of revenue and expenses during the period. Actual results
could differ from those estimates.

C. Accounting Policy

BCN uses the following accounting policies:
(1) Short-term investments are stated at amortized cost.

(2) Bonds not backed by other loans are stated at amortized cost using the
scientific interest method.

(3) Common Stocks are stated at fair value.
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(4)
()
(6)

(7)

(8)

(9)

Preferred Stocks — NOT APPLICABLE
Mortgage loans on real estate — NOT APPLICABLE

BCN loan-backed securities are stated at amortized cost. Premiums and
discounts on loan-backed securities and structured securities are amortized
using the retrospective method based on anticipated prepayments at the date
of purchase. Prepayment assumptions are obtained from broker dealer
survey values or internal estimates. Changes in estimated cash flows from
the original purchase assumptions are accounted for using the retrospective
method.

BCN records its investment in certain affiliated grantor trusts as other
invested assets using the adjusted audited GAAP equity method and reports
the increase or decrease in the investment as a change in unrealized gain or
loss for capital and surplus.

BCN records its investment in BCN Service Company, a wholly owned
subsidiary, using the audited GAAP equity method and reports the increase
or decrease in the investment as a change in unrealized gain or loss for
capital and surplus.

BCN records its investment in BlueCaid of Michigan (“BlueCaid”), formerly
known as M-CAID, a wholly owned subsidiary, using the audited Statutory
equity method and reports the increase or decrease in the investment as a
change in unrealized gain or loss for capital and surplus.

Investments in joint ventures, partnerships and limited liability companies —
NOT APPLICABLE

Derivatives — NOT APPLICABLE

(10) At December 31, 2007, BCN was not required to record a premium

deficiency reserve. If the need to record such a reserve arises, BCN would
use anticipated investment income as a factor in the premium deficiency
calculation.

(11) Claims Unpaid — The claims unpaid liability for incurred but unpaid and

unreported hospital and medical claims is accrued in the period during which
the services are provided, and includes actuarial estimates of services
performed which have not been reported by providers to BCN. Such
estimates are based on historical claims experience modified for current
trends and changes in benefits provided. Revisions in actuarial estimates are
reported in the period in which they arise. BCN has reinsured certain of its
claims liabilities through an affiliated self-insurance trust. Processing expense
related to claims is accrued based on an estimate of expenses to process
such claims.

(12) At December 31, 2007, BCN had no change in its capitalization policy from

the prior period.

(13) Pharmaceutical rebate receivables are estimated based on historical rebate

trends and membership.

2. Accounting Changes and Corrections of Errors

Statutory Merger

BCN purchased M-CARE and its wholly owned subsidiary, M-CAID, from The
Regents of the University of Michigan (“The Regents”) on December 31, 2006. BCN
accounted for the purchase transaction using the statutory purchase method as
defined in SSAP No. 68, Business Combinations and Goodwill.

During 2007, M-CAID changed its name to BlueCaid and was converted from a
non-stock to a stock corporation. Effective October 1, 2007, as outlined in Note 3,
BlueCaid became a wholly owned subsidiary of BCN.
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Effective December 31, 2007, M-CARE merged with and into BCN, through a
statutory merger, at which time the separate existence of M-CARE ceased. The
two years presented have been restated as if the merger had occurred as of
January 1, 2006, as required per SSAP No. 3 — Accounting Changes and
Corrections of Errors.

The following table represents the impact to the restated 2006 financial statements:

As of December 31, 2006

BCN M-CARE Merger Accounting Combined
Balance Sheet
Assets $ 650,885,443 $ 135,632,070 $ (111,117,015) $ 675,400,498
Liabilities $ 422,598,918 $ 58,162,740 $ (96,800) $ 480,664,858

Capital and Surplus $ 228,286,525 $ 77,469,330 $ (111,020,215) $ 194,735,640

For the Year Ended December 31, 2006

Income Statement
Net Income $ 28,389,203 $ 52,652,970 $ - $ 81,042,173

The merger accounting adjustments reflect the elimination of BCN's carrying
value for M-CARE including admitted goodwill as well as an intercompany
transaction. There have been no adjustments recorded directly to surplus for
any entity that did not previously prepare statutory statements.

Prior period premium revenue allowance

In 2006, BCN made an adjustment to increase capital and surplus by $460,602
to eliminate the effect of a GAAP allowance off-setting premium revenue, which
was created in a prior period.

3. Business Combinations and Goodwiill

A) Statutory Purchase Method
BCN Service Company
1. On December 1, 2006, BCN purchased all the common stock in BCN
Service Company from an affiliated entity, Blue Care of Michigan, Inc.
(BCMI). BCN Service Company had been a wholly owned subsidiary of
BCMI. BCN Service Company is a third party administrator (TPA) licensed
by OFIS.

2. BCN accounted for the purchase transaction using the statutory purchase
method as defined in SSAP No. 68, Business Combinations and Goodwill,
with BCN Service Company becoming a wholly owned subsidiary of BCN.

3.  The cost of the BCN Service Company acquisition totaled $41,077 which
was the statutory book value of BCN Service Company as of November 30,
2006, with BCMI receiving cash in exchange for all common shares in BCN
Service Company. There was no goodwill associated with the purchase.

4. BCN did not recognize any goodwill amortization relating to the acquisition
of BCN Service Company in 2007 or 2006.

BlueCaid of Michigan (formerly known as M-CAID)

1. On December 31, 2006, BCN purchased M-CARE and its wholly owned
subsidiary from The Regents. M-CAID changed its name to BlueCaid and
effective October 1, 2007, BlueCaid became a wholly owned subsidiary of
BCN. BlueCaid, an HMO licensed by the State of Michigan, commenced
business in 2003 to separate Medicaid HMO operations and financing from
M-CARE, offers Medicaid HMO services to members in two counties and
certain zip codes in a third county in Southeast Michigan. As detailed in
Notes 2 and 3B related to the merger of BCN and M-CARE, BlueCaid is
reported as a wholly owned subsidiary of BCN as of January 1, 2006.
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2. BCN accounted for the purchase transaction using the statutory purchase
method as defined in SSAP No. 68, Business Combinations and Goodwill.

3. BCN did not recognize any goodwill amortization relating to the acquisition
of BlueCaid in 2007 or 2006.

B) Statutory Merger —

M-CARE

1. Effective December 31, 2006, BCN purchased M-CARE and its wholly owned
subsidiary, M-CAID, are both HMOs licensed by the State of Michigan, from
The Regents. This acquisition was initially accounted for using the statutory
purchase method as outlined in SSAP No. 68, Business Combinations and
Goodwill. The original purchase resulted in goodwill of $151,415,309,
originally intended to be amortized over 10 years. There was no amortization
of goodwill for 2006. Effective December 31, 2007, M-CARE merged into
BCN, at which time the separate existence of M-CARE ceased. Due to the
merger, and following the guidance of SSAP No. 68, goodwill was fully
charged to surplus. As detailed in Note 3A, BlueCaid is a wholly owned
subsidiary of BCN.

2. The merger of M-CARE was accounted for using the statutory merger
method defined in SSAP No. 68, Business Combinations and Goodwill.

3. The statutory merger did not involve any stock transactions since M-CARE
was originally purchased as a subsidiary from The Regents.

4. Pre-merger separate company revenue, net income prior to goodwill
amortization, and other surplus adjustments including elimination of goodwill
for twelve months ended December 31, 2007 were $1,761,871,562,
$43,109,785 and ($122,004,799) respectively for BCN and $389,985,395,
$6,737,055 and $10,511,825 respectively for M-CARE.

5. There have been no adjustments recorded directly to surplus for any entity
that did not previously prepare statutory statements.

C) Assumption Reinsurance — NOT APPLICABLE

D) Impairment Loss
BCN did not recognize an impairment loss relating to the 2006 acquisition of BCN
Service Company. The carrying costs of certain assets were written down to reflect
an adjustment to the lower of the fair market value or net book value at acquisition
of M-CARE. Impairment of $2,517,783 is reflected in general administrative
expenses for 2006. In 2007, BCN recognized $1,113,395 in depreciation, reflected
in claims adjustment expenses, related to the reduction of the useful lives of certain
assets formerly owned by M-CARE.

4. Discontinued Operations — On December 31, 2006 and prior to the merger disclosed
in Note 2B, M-CARE sold Michigan Health Insurance Company (“MHIC”), a wholly
owned subsidiary, to Blue Cross Blue Shield of Michigan (“BCBSM”) for
$33,608,000. Upon receiving the proceeds, M-CARE paid an extraordinary dividend
on December 31, 2006 to The Regents for the total amount of the sale.

The sale resulted in a gain of $28,195,756 that is reported as a realized gain on the
Statement of Revenues and Expenses—Statutory Basis. The gain represents the
difference between the sale price and the statutory book value of MHIC at December
31, 2006. The dividend paid to The Regents for the sales proceeds resulted in a
$5,412,244 reduction of the December 31, 2006 total admitted assets and total
capital and surplus, therefore eliminating the book value of M-CARE’s previous
investment in the subsidiary, MHIC.

The dividend of the sale proceeds was approved by the M-CARE Board of Directors

at a special board meeting on November 20, 2006 in preparation for the pending
acquisition of MHIC by BCBSM.
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5.

10.

Investments

A. Mortgage Loans — NOT APPLICABLE

B. Debt Restructuring — NOT APPLICABLE
C. Reverse Mortgages — NOT APPLICABLE
D. Loan-Backed Securities

a. BCN loan-backed securities are stated at amortized cost. Premiums and
discounts on loan-backed securities and structured securities are amortized
using the retrospective method based on anticipated prepayments at the date
of purchase. Prepayment assumptions are obtained from broker dealer
survey values or internal estimates. Changes in estimated cash flows from
the original purchase assumptions are accounted for using the retrospective
method.

E. Repurchase Agreements — NOT APPLICABLE

F. Real Estate — NOT APPLICABLE

G. Investments in low-income housing tax credits (LIHTC) — NOT APPLICABLE

Joint Ventures, Partnerships and Limited Liability Companies — NOT APPLICABLE.
Investment Income

BCN had no non-admitted accrued investment income as of December 31, 2007
and 2006, respectively. BCN would exclude from surplus any due and accrued
income that is over 90 days past due.

Derivative Instruments — NOT APPLICABLE

Income Taxes - BCN has been recognized by the Internal Revenue Service under
Internal Revenue Code Section 501(c)(4) as an organization exempt from tax under
Section 501(a). In 2007 and 2006, BCN recorded $31,475 and $31,541,
respectively, in federal income tax expense on unrelated business income.

Information Concerning Parent, Subsidiaries and Affiliates

BCN is a nonprofit stock corporation, a wholly owned subsidiary of BCBSM, and
licensed as a Health Maintenance Organization (HMO) by the State of Michigan.
BCN operates as a combination staff and network model health maintenance
organization. BCN provides health care services to subscribers at its own outpatient
health facilities and through contracts it has entered into with various physician
groups, hospitals, and other health care providers.

As referred to in Note 3, Business Combinations and Goodwill, BCN purchased BCN
Service Company on December 1, 2006 and BCN directly acquired BlueCaid of
Michigan (formerly known as M-CAID) on October 1, 2007 from M-CARE. In
addition, BCN merged with M-CARE on December 31, 2007 resulting in a
restatement at January 1, 2006.

BCN conducts business transactions with BCBSM and affiliates on a routine basis.
All related party receivable and payable balances are classified as either amounts
due to or from parent, subsidiaries and affiliates, except for reinsurance ceded,
ceded reinsurance premium payable, and claims unpaid.

Claims Processing - BCBSM processes and pays some hospital, hearing, and
professional claims on behalf of BCN. BCN reimburses BCBSM at agreed upon
rates for claims and pays an administrative fee for each claim processed by BCBSM.
BCBSM billed BCN $529,727,307 and $472,112,598 in 2007 and 2006, respectively,
for such claims. BCBSM charged BCN $344,743 and $331,907 at December 31,
2007 and 2006, respectively, for certain claims processing. BCN owed BCBSM for
claims processing $48,051 and $56,571 at December 31, 2007 and 2006,
respectively. BCN owed BCBSM $50,602,053 and $41,188,204 for claims billed at
December 31, 2007 and 2006, respectively.
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BCN shares in a combined BCBSM and BCN claims settlement process for certain
hospitals. BCN billed BCBSM $1,862,879 in 2007 for claims settlements. BCBSM
billed BCN $28,023 in 2006 for claim settlements. Claim settlements owed to
BCBSM from BCN were $2,855,142 as of December 31, 2007. Claim settlements
owed to BCN from BCBSM were $5,409,452 as of December 31, 2006.

Administrative Cost Allocation - BCBSM provides and bills BCN for miscellaneous
administrative support, including computer operations support. BCBSM purchases
services on behalf of BCN, such as telephone services, and bills BCN accordingly.
BCBSM also makes payments on behalf of BCN for expenses, such as agent fees,
and bills BCN for payment. BCBSM billed BCN $80,586,822 and $70,068,856 for
2007 and 2006, respectively. BCN owed BCBSM $15,696,483 and $13,248,844 at
December 31, 2007 and 2006, respectively.

Administrative support fees paid to affiliates were allocated to the statutory
administrative expense categories of cost containment, other claims adjustment,
general administrative, and investment expenses, based on the affiliates’ statutory
administrative expense categories. These statutory administrative expense
categories were further allocated to detailed expense accounts based on the
affiliates’ expense detail.

Michigan Health Insurance Company - At December 31, 2006, Michigan Health
Insurance Company (MHIC) was purchased by BCBSM as a wholly owned
subsidiary from M-CARE. BCN provides and bills MHIC for miscellaneous
administrative support. BCN billed MHIC $2,882,065 and $4,113,957 in 2007 and
2006, respectively. MHIC owed BCN $241,554 and $0 at December 31, 2007 and
2006, respectively. BCN owed MHIC $16,031 and $0 at December 31, 2007 and
2006, respectively.

Blue Care Network Medical Malpractice Self-Insurance Trust - BCN has an
agreement with an affiliated grantor trust to provide malpractice coverage. BCN
malpractice coverage premium expenses were $303,482 and $0 related to the
Malpractice Trust in 2007 and 2006, respectively. BCN owed the Malpractice Trust
$152,517 and $0 at December 31, 2007 and 2006, respectively. The Malpractice
Trust owed BCN $75 and $14,721 for 2007 and 2006, respectively, relating to
claims.

BCN'’s investment in the Malpractice Trust is determined using the adjusted audited
GAAP equity method and was 97.48% and 97.58% at December 31, 2007 and 2006,
respectively. As of December 31, 2007 and 2006, BCN's investment in the
Malpractice Trust, reported as an other invested asset, was $57,634,270 and
$53,606,080 respectively.

BCN provides and bills the Malpractice Trust for miscellaneous administrative
support. Miscellaneous administrative expenses reimbursed from the Malpractice
Trust totaled $82,989 and $14,400 in 2007 and 2006, respectively. The Malpractice
Trust owed BCN $68,689 and $0 at December 31, 2007 and 2006, respectively.
BCN also makes payments on behalf of the Malpractice Trust for certain other
miscellaneous administrative expenses and bills the Malpractice Trust for payment.
BCN billed the Malpractice Trust $21,301 and $21,833 for 2007 and 2006,
respectively. The Malpractice Trust owed BCN $3,043 and $0 at December 31, 2007
and 2006, respectively.

Blue Care Network Stop-Loss and Casualty Self-Insurance Trust — BCN has an
agreement with an affiliated grantor trust to provide stop-loss and insolvency
coverage and reduced deductibles for property, general liability, automobile, and
fidelity insurance coverages. The Stop-Loss Trust covers risks incurred in excess of
a retention amount. BCN is responsible for inpatient hospital claims up to $150,000
per member each calendar year (the “deductible”) and has an agreement with the
affiliated trust to cover the claims incurred over the deductible.

Stop-loss coverage expenses amounted to $12,363,660 and $8,023,048 in 2007 and
2006, respectively. Stop-loss coverage recoveries recorded from the Stop-Loss
Trust totaled $13,034,942 and $5,912,905 in 2007 and 2006, respectively.

At December 31, 2007 and 2006, BCN had receivables from the Stop-Loss Trust for

known stop-loss coverage recoveries on paid claims of $0. In addition, at December
31, 2007 and 2006, BCN recorded as a reduction to claims unpaid, $9,520,434 and
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$7,857,452, respectively, of estimated recoverable amounts for potential claims
exceeding the deductible based on actuarial estimates using historical recovery
trends. BCN owed the Stop-Loss Trust $2,144,305 and $0 at December 31, 2007
and 2006, respectively, for premiums.

BCN's investment in the Stop-Loss Trust is determined using the adjusted audited
GAAP equity method and was 99.45% and 99.46% at December 31, 2007 and 2006,
respectively. As of December 31, 2007 and 2006, BCN’s investment in the Stop-
Loss Trust, reported as an other invested asset, was $13,201,355 and $12,348,760,
respectively.

BCN provides and bills the Stop-Loss Trust for miscellaneous administrative support.
Miscellaneous administrative expenses reimbursed from the Stop-Loss Trust totaled
$53,591 and $14,400 in 2007 and 2006, respectively. The Stop-Loss Trust owed
BCN $39,291 and $0 at December 31, 2007 and 2006. BCN also makes payments
on behalf of the Stop-Loss Trust for certain other miscellaneous administrative
expenses and bills the Stop-Loss Trust for payment. BCN billed the Stop-Loss Trust
$21,301 and $21,833 for 2007 and 2006, respectively. The Stop-Loss Trust owed
BCN $3,043 and $0 at December 31, 2007 and 2006, respectively.

Health Insurance - BCN purchases health insurance coverage for certain of its
employees from BCBSM. Expenses were $7,111,194 and $7,176,574 in 2007 and
2006, respectively. No amounts were owed by BCN to BCBSM at December 31,
2007 and 2006 for premiums on current employees. Additionally, BCBSM
purchases health insurance for certain of its employees from BCN. The amounts
billed by BCN for such insurance were $14,788,227 and $13,262,334 in 2007 and
2006, respectively. No amounts were due to BCN from BCBSM for premiums at
December 31, 2007 and 2006.

The Accident Fund Insurance Company of America (“AFC”), a wholly owned
subsidiary of BCBSM, also purchases health insurance for certain of its employees
from BCN. The amounts billed by BCN for such insurance were $2,042,856 and
$1,791,729 in 2007 and 2006, respectively. No amounts were due to BCN from AFC
for premiums at December 31, 2007 and 2006.

Health Care Exchange, LTD, d/b/a DenteMax (“DenteMax”), a wholly owned
subsidiary of BCBSM, also purchases health insurance for certain of its employees
from BCN. The amounts billed by BCN for such insurance were $303,477 and
$239,632 in 2007 and 2006, respectively. No amounts were due to BCN from
DenteMax for premiums at December 31, 2007 and 2006.

Workers’ Compensation — BCN purchases workers’ compensation insurance from
AFC. Amounts billed by AFC were $540,394 and $187,674 for the years ended
December 31, 2007 and 2006, respectively. BCN owed AFC $2,621 and $0 at
December 31, 2007 and 2006, respectively.

Capitated Health Care Program - BCN patrticipated in the “Personal Plus” program,
a capitated health care program sponsored by an affiliated company, Blue Care of
Michigan, Inc. (“BCMI”). BCN receives monthly capitation from BCMI for
subscribers in the BCN coverage area. BCN is responsible for collecting premiums,
on behalf of BCMI, and is at risk for all medical claims. Revenue derived through
the Personal Plus program, reported as risk revenue, was $3,930,513 and
$3,745,605 in 2007 and 2006, respectively. Administrative expenses billed by BCN
to BCMI in 2007 and 2006 were $474,003 and $439,379, respectively. BCN owed
BCMI $24,505 and $66,874 at December 31, 2007 and 2006, respectively.

Point of Service/Blue Preferred Plus - BCN provides BCBSM with miscellaneous
administrative support for certain products offered by BCBSM. BCBSM bears all risk
associated with these products. Miscellaneous administrative expense incurred by
BCN and subject to reimbursement from BCBSM related to these products totaled
$2,390,812 and $2,498,832 in 2007 and 2006, respectively. No amounts were due
to BCN from BCBSM at December 31, 2007 or 2006.

Blue Care of Michigan, Inc. - BCN provided and billed BCMI for miscellaneous
administrative support. Miscellaneous administrative expenses incurred by BCN and
reimbursed from BCMI totaled $93,722 and $83,208 in 2007 and 2006, respectively.
BCMI owed BCN $12,305 and $0 at December 31, 2007 and 2006, respectively.
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BCN also makes payments on behalf of BCMI for certain other miscellaneous
administrative expenses and bills BCMI for payment. BCN billed BCMI $32,480 and
$41,614 for 2007 and 2006, respectively. BCMI owed BCN $4,640 and $0 at
December 31, 2007 and 2006, respectively.

BCN also provided and billed BCMI for certain administrative support related to the
“Personal Dental” program which was discontinued as of April 30, 2007. Amounts
billed to BCMI were $1,490 and $5,891 in 2007 and 2006, respectively. No amounts
were owed by BCMI to BCN at December 31, 2007 and 2006.

BCBSM Foundation — BCN provides and bills the BCBSM Foundation for
miscellaneous administrative support. Miscellaneous administrative expenses
incurred by BCN and reimbursed from the BCBSM Foundation totaled $16,102 and
$12,000 for 2007 and 2006, respectively. BCN also makes payments on behalf of the
Foundation for certain other miscellaneous administrative expenses and bills the
Foundation for payment. BCN billed the Foundation $16,713 and $16,940 for 2007
and 2006, respectively. No amounts were owed by the Foundation to BCN at
December 31, 2007 and 2006.

BCN Service Company — As detailed in Note 3 — Business Combinations and
Goodwill — BCN purchased all outstanding stock of BCN Service Company at
December 1, 2006. BCN Service Company is a Third Party Administrator licensed to
do business in the State of Michigan. BCN records this investment using the audited
GAAP equity method.

Following the guidance of SSAP No. 97 — Investments in Subsidiary, Controlled and
Affiliated Entities, A Replacement of SSAP No. 88, effective for years ending on or
after December 31, 2007, BCN’s investment in BCN Service Company, has been
completely non-admitted at December 31, 2007. To admit, a separate financial audit
would be required, and management decided to non-admit its investment of
$3,874,760 at December 31, 2007. At December 31, 2006, BCN'’s investment in the
BCN Service Company was $289,294, fully admitted, using the audited GAAP equity
method as allowed by SSAP No. 88 — Investments in Subsidiary, Controlled, and
Affiliated Entities, A replacement of SSAP No. 46 and the Transition Guidance for
Year-End 2006 Reporting.

During 2007, BCN's Board authorized $4,800,000 and paid $4,500,000 as capital
infusions, recording it as an additional investment in BCN Service Company, a wholly
owned subsidiary. During 2006, BCN’s management authorized and paid $300,000
as an additional investment in BCN Service Company. This paid-in capital is
reflected in the carrying value of BCN'’s investment in subsidiary.

BCN processes claims on behalf of BCN Service Company and charges an
administrative fee for such services. BCN billed BCN Service Company $556,646
and $0 for 2007 and 2006, respectively. BCN also makes payments on behalf of
BCN Service Company for certain other miscellaneous administrative expenses and
bills BCN Service Company for payment. BCN billed BCN Service Company
$695,049 and $51,518 for 2007 and 2006, respectively. In total, BCN Service
Company owed BCN $449,597 and $0 at December 31, 2007 and 2006,
respectively. BCN owes BCN Service Company $5,664 and $0 at December 31,
2007 and 2006, respectively.

BlueCaid of Michigan — Effective October 1, 2007, and prior to the merger detailed
in Note 3A, BlueCaid of Michigan (formerly known as M-CAID) became a wholly
owned subsidiary of BCN. BCN records this investment using the audited statutory
equity method. BCN's investment in BlueCaid was $2,979,805 and $1,873,929 at
December 31, 2007 and 2006, respectively. BCN provides and bills BlueCaid for
miscellaneous administrative support. BCN billed BlueCaid $5,151,961 and
$3,826,910 in 2007 and 2006, respectively. BlueCaid owed BCN $5,666,946 and $0
at December 31, 2007 and 2006, respectively. BCN owed BlueCaid $417,281 and
$0 at December 31, 2007 and 2006, respectively.

During 2007, BCN's Board authorized and paid $1,500,000 as a capital infusion,
recording it as an additional investment in BlueCaid. This paid-in capital is reflected
in the carrying value of BCN'’s investment in subsidiary.

Other
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BCN performs the test of “significance of an investment to the reporting entity’s
financial position and results of operations,” as required by SSAP No. 97, Investment
in Subsidiary, Controlled and Affiliated Entities, a Replacement of SSAP No 88.
BCN's carrying value of its investment in Blue Care Network Medical Malpractice
Self-Insurance Trust, Blue Care Network Stop-Loss and Casualty Self-Insurance
Trust, BCN Service Company, and BlueCaid do not individually exceed 10% of
BCN's total admitted assets.

BCN does not guarantee or undertake for the benefit of an affiliate a material
contingent exposure of BCN’s or any affiliated insurer’s assets or liabilities.

BCN does not have management or service contracts or cost sharing arrangements,
other than such arrangements described in these footnotes.

BCN does not own shares of an upstream intermediate or ultimate parent, either
directly or indirectly via a downstream subsidiary, controlled or affiliated company.

BCBSM, BCN, BCMI, BCBSM Foundation, BCN Service Company, BlueCaid,
Michigan Health Insurance Company, DenteMax, and the Accident Fund Insurance
Company of America have some common officers and board members on their
respective governing boards.

11. Debt — NOT APPLICABLE

12. Retirement Plans, Deferred Compensation, Post-employment Benefits and
Compensated Absences and Other Postretirement Benefit Plans

A. Defined Benefit Plan

Substantially all employees of BCN, who meet certain requirements of age and length
of service, are covered by defined benefit retirement plans administered by BCBSM.
BCN'’s policy is to fund accrued retirement costs, as determined by BCBSM’s
consulting actuaries, to the extent permitted by Internal Revenue Service regulations.

The defined benefit retirement plans weighted-average target asset allocation and
actual asset allocation at December 31, 2007 and 2006, by asset category are as

follows:
Asset Category Target 2007 2006
Equity securities 70.0 % 72.0 % 73.0 %
Debt securities / Fixed Income 25.0 % 26.0 % 25.0 %
Other 5.0 % 2.0 % 2.0 %
Total 100.0 % 100.0 %  100.0 %

BCBSM has developed an asset allocation policy based on its objectives,
characteristics of pension liabilities, capital market expectations, and asset-liability
projections. This policy is long-term oriented and consistent with BCBSM's risk
posture. BCBSM uses a mix of core and satellite managers to implement its asset
allocation policy. BCBSM reviews on a periodic basis its asset mix and reallocates
its portfolio at any time there is a material deviation in the asset class as described
in the allocation policy. The policy includes a target allocation, as included in the
table above, and a range of plus or minus 3 percent of the target established.

BCN provides certain postretirement health care benefits to substantially all
employees that meet certain age and length of service requirements under a plan
administered by BCBSM. This plan is “pay-as-you-go” and as such, has no asset
allocations. Benefits are funded as incurred. These benefits are subject to revision
at the discretion of the Board of Directors for nonrepresented employees and
subject to collective bargaining agreements for represented employees.

Under the amended retirement account plan for nonrepresented employees, each
participant has an account balance to which interest and earnings credits are

added. Interest is credited quarterly based on the prior August one-year Treasury
Bill rate. For employees hired prior to January 1, 2007, annual earnings credits of
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6% to 10% are credited to participants’ account balances on a monthly basis and
monthly 2% annual transition credits are made through 2008. For employees hired
on or after January 1, 2007, annual earnings credits of 3% to 5% are credited to
participants’ account balances on a monthly basis. Employees can elect to receive
the lump-sum value of their vested account balance or monthly payments at
retirement or termination.

Revisions to the nonrepresented and represented employees’ postretirement health
care benefits took effect January 1, 2004, and January 1, 2006, respectively.
Nonrepresented and represented employees retiring after December 31, 2003, and
December 31, 2005, respectively, may share in the cost of their health care
premiums and have higher deductibles and co-payments depending on their
eligibility status at December 31, 2003, and December 31, 2005, respectively.
Additionally, nonrepresented and represented employees hired on or after

January 1, 2004, and January 1, 2006, respectively, are required to have 15 years
of service after age 45 to be eligible for retiree health care benefits and selected
other benefits. Effective January 1, 2008, non-represented retirees that are
Medicare eligible will be required to enroll in one of BCBSM or BCN'’s Medicare
Advantage product offerings in order to receive company provided healthcare
coverage.

The plan is noncontributory for represented employees and contributions of
$14,936 and $10,170 have been made by nonrepresented retirees for 2007 and
2006, respectively.

Non-Qualified Plans - Retirement benefits are provided for a group of key
employees under non-qualified defined benefit pension plans. The general purpose
of the plans is to provide additional retirement benefits to participants who are
subject to the contribution and benefit limitations contained in the Internal Revenue
Code. Benefits under the plans are unfunded and paid out of general assets of
BCN.

A summary of assets, obligations, and assumptions of the pension and other
postretirement benefit plans at the plan’s measurement dates of September 30,
2007 and 2006, and as allocated to BCN from BCBSM, are as follows at December
31, 2007 and 2006:
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Pension Benefits Postretirement Benefits
2007 2006 2007 2006
Change in benefit obligation:
Benefits obligation—beginning of year $ 108,479,945 $ 101,266,856 $ 62,714,745  $ 55,793,393
Service cost 5,833,776 7,598,119 4,306,286 3,527,895
Interest cost 6,428,982 5,735,082 3,293,782 3,358,295
Amendments 0 786,780 (2,606,517) (408,726)
Actuarial loss (gain) (3,757,886) (2,450,676) (7,647,448) 3,488,635
Benefits paid (5,703,928) (4,456,216) (3,304,550) (3,044,747)
Benefits obligation—end of year $ 1112800889 § 108,479,945 $ 56,756,298 $ 62,714,745
Pension Benefits Postretirement Benefits
2007 2006 2007 2006
Change in plan assets:
Fair value of plan assets—beginning
of year $ 103496077 $ 97465203 $ $
Actual return on plan assets 15,601,542 10,221,277
Employer contribution 0 152,000
Benefits paid (5,590,219) (4,342,403)
Fair value of plan assets—end of year $ 113507400 § 103,496,077 $ $
Pension Benefits Postretirement Benefits
2007 2006 2007 2006
Funded Status:
Funded status - (underfunded) funded $ 2226511  $  (4,983,867) $  (56,756,298) $ (62,714,745)
Unamortized prior service cost 714,642 784,805 (4,320,157) (2,139,128)
Unrecognized net (gain) loss (17,657,218) (6,658,000) 12,428,095 20,755,254
Additional liability (14,170) (168,090)
Contribution between measurement date
and fiscal year end 28,418 28,453
Accrued liabilities $  (14701817) $  (10,996,699) $  (48,648,360) $ (44,098,619)

Amounts recognized in the statement

of admitted assets, liabilities, capital and

surplus - statutory basis consist of:

Accrued pension expense included in $  (14701817) $  (10,996,699) $ - 8
other liabilities

Less: Prepaid nonadmitted assets

Net accrued liability $ (14,701,817) $  (10,996,699) $ $

The accumulated benefit obligation for all defined benefit pension plans was
$100,497,146 and $97,609,086 at September 30, 2007 and 2006, respectively.
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Pension Benefits Postretirement Benefits
2007 2006 2007 2006
Benefit obligation for non vested employees $ 1,585,956 $ 1,625,863 $ 19,244,671 $ 23,804,874

Information for pension plans with an accumulated benefit obligation in excess of plan assets as of
December 31, 2007 and 2006, is as follows:

2007 2006
Projected benefit obligation $ 34,694,790 $ 32,672,508
Accumulated benefit obligation $ 27,789,762 $ 25,852,361
Fair Value of plan assets $ 29,027,429 $ 25,938,200
Pension Benefits Postretirement Benefits
2007 2006 2007 2006
Components of net periodic benefit cost:
Service Cost $ 5,833,776 $ 7,598,119 $ 4,306,286 $ 3,527,895
Interest Cost 6,428,982 5,735,082 3,293,782 3,358,295
Expected return on plan assets (8,333,968) (7,921,052)
Amortization of unrecognized (gain) loss (26,241) (14,508) 679,710 959,833
Amount of prior service cost
recognized 70,163 1,975 (425,488) (302,217)
Total net periodic benefit cost $ 3,972,712 $ 5,399,616 $ 7,854,290 $ 7,543,806

The weighted-average assumptions as of December 31, 2007 and 2006 are as

follows:
Pension Benefits Other Benefits
2007 2006 2007 2006
Discount rate 6.30 % 5.90 % 6.40 % 6.00 %
Rate of compensation increase 4.75 % 4.75 % N/A N/A
Expected long-term rate of
return on plan assets 9.00 % 9.00 % N/A N/A

For 2008, the expected long-term rate of return on assets will be 9%.

For 2007 measurement purposes, the health care trend rate on covered
postretirement benefits is assumed to be 7.75% for 2008, ratably decreasing to
5.00% by 2015 and all years thereatfter.

Assumed health care cost trend rates have a significant effect on the amounts
reported for the health care plans. A one-percentage-point change in assumed
health care cost trend rates would have the following effects:

1 Percentage Point 1 Percentage Point
Increase Decrease
Effect on total of service and interest cost
components $ 1,149,890 $ 941,648
Effect on postretirement benefit obligation $ 7,310,211 $ 6,124,005
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On December 8, 2003, the Medicare Prescription Drug, Improvement and
Modernization Act of 2003 (“Act”) was signed into law. The Act provides a
prescription drug benefit under Medicare (Medicare Part D) as well as a federal
subsidy to sponsors of retiree health care benefit plans that provide a benefit that is
at least equivalent to the Medicare Part D benefit. In 2004, BCN adopted Financial
Accounting Standards Board Staff Position 106-2, Accounting and Disclosure
Requirements Related to the Medicare Prescription Drug, Improvement and
Modernization Act of 2003. BCN determined that the prescription drug benefits
provided by postretirement health care plans administered by BCBSM are
actuarially equivalent to the Medicare Part D and accordingly, entitles BCN to the
federal subsidy described in the Act.

At December 31, 2007, the gross benefit payments expected to be paid and
subsidies anticipated to be received by BCN are as follows:

Pension Benefits Postretirement Benefits
Future Benefit Future Benefit Anticipated
Payments Payments Future Subsidies

Years Ending
December 31,
2008 $ 5,120,000 $ 3,510,000 $ 210,000
2009 5,630,000 3,780,000 230,000
2010 5,990,000 4,060,000 280,000
2011 6,720,000 4,450,000 320,000
2012 7,480,000 4,790,000 370,000
2013 through 2017 46,690,000 30,240,000 2,820,000
Total $ 77,630,000 $ 50,830,000 $ 4,230,000

At December 31, 2007, BCN does not expect to contribute to its defined benefit pension plans
in 2008.

Deferred Compensation Plan - BCN has a deferred compensation benefit plan for
a group of key employees and members of BCN'’s Board of Directors. Under the
plan, eligible participants may elect to defer to a future period a portion of salary or
director fees that are earned and normally payable as services are rendered.
Elections to defer compensation must be made prior to the end of the month for
deferrals to become effective in the following month. Deferred amounts are
unfunded and paid out of the general assets of BCN

Defined Contribution Plans — Substantially all employees who have attained the
age of 21 years and have completed three months of continuous service for
represented employees or one year of service for non-represented employees may
elect to participate in one of two employee savings plans administered by BCBSM,
which are qualified under Section 401(k) of the Internal Revenue Code.
Participating employees may elect to contribute to the Plan and BCN matches a
portion of the employees’ contributions. BCN’s contributions were $3,191,716 and
$2,233,981 in 2007 and 2006, respectively.

B. Multi-employer Plans — NOT APPLICABLE.
C. Consolidated/Holding Company Plans — NOT APPLICABLE

D. Post employment Benefits and Compensated Absences — NOT
APPLICABLE

13. Capital and Surplus, Shareholders’ Dividend Restrictions and Quasi-Reorganizations.
(1) BCN has 500 shares authorized, 100 shares issued and 100 shares outstanding.
All shares are one class — all common stock and have a par value of $100 per
share.

(2) BCN has no preferred stock outstanding.
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14.

15.

(3) The Company’s Articles of Incorporation do not allow dividends. Prior to the
merger of M-CARE detailed in Note 2, M-CARE Atrticles of Incorporation were
amended to permit the extraordinary dividend of BlueCaid to BCN.

(4) The Company’s Articles of Incorporation state that no dividends shall be directly
paid on any shares nor shall the shareholders be entitled to any portion of the
earnings derived through increment of value upon its property or otherwise
incidentally made.

(5) There were no restrictions placed on the BCN's surplus, including for whom the
surplus is being held.

(6) The total amount of advances to surplus not repaid — NOT APPLICABLE
(7) The amount of stock held by BCN for special purposes — NOT APPLICABLE
(8) Special surplus funds changes — NOT APPLICABLE

(9) The portion of unassigned funds (surplus) represented or reduced by cumulative
unrealized gains and losses were an unrealized gain of $3,496,443 as of
December 31, 2007.

(10) Surplus debentures of similar obligations — Prior to the merger of M-CARE
detailed in Note 2, M-CARE had a surplus note payable to the University of
Michigan, issued on May 22, 1986, with a balance of $0 on December 31,
2006. Principal and interest payments were approved by M-CARE'’s Board of
Directors and the OFIS, and were subordinate to the payment of administrative
and health care costs. Interest was computed annually based on the lesser of
7% or the interest yield on long-term Treasury Notes at December 31 each
year. Interest rates ranged from 4.42% to 5.11% for 2006. Principal payments
of $2,831,000 were made on the subordinated note in 2006. Interest payments
totaled $347,649 in 2006. There was no activity, payments, or balances due
for 2007.

(11) Impact of any restatement due to quasi-reorganization — NOT APPLICABLE

(12) Effective dates of all quasi-reorganizations in the prior 10 years is/fare — NOT
APPLICABLE

(13) Dividends Paid — As detailed in Note 4, on December 31, 2006 (prior to the
merger of BCN and M-CARE), M-CARE paid an extraordinary dividend of
$33,308,000 to The Regents. As detailed in Note 10, on October 1, 2007
(prior to the merger of BCN and M-CARE), M-CARE paid a non-cash
extraordinary dividend of $3,700,106 transferring the ownership of BlueCaid to
BCN.

Contingencies

A. Contingent Commitments — NOT APPLICABLE

B. Assessments — NOT APPLICABLE

C. Gain Contingencies — NOT APPLICABLE

D. Claims Related to Extra Contractual Obligations and Bad Faith Losses Stemming
from Lawsuits — NOT APPLICABLE

E. All Other Contingencies
BCN is a party to lawsuits incidental to the operations of BCN. Management
believes that the ultimate disposition of such contingencies will not have a
material effect on the accompanying statutory basis financial statements.
Leases

A. Lessee Operating Lease

(1) Lessees leasing arrangements
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16.

17.

18.

BCN has entered into certain cancelable building leases with BCBSM. Rent
expense paid to BCBSM in 2007 and 2006 was $2,362,768 and $1,885,395,
respectively.

BCN also leases office buildings under operating leases with different
unrelated parties. Rent expense under these leases was $7,424,287 and
$5,995,703 in 2007 and 2006, respectively.

BCN has the option to purchase its headquarters building but has not
exercised such option. The purchase price increases by 3% per year
thereafter through the first 5 years of the lease. If the decision to purchase
the building occurs after the first 5 years, BCN shall attempt to negotiate a
reasonable price. BCN also has the option at the expiration of the lease at
June 30, 2015, to extend the lease for 3 terms of 5 years each with prior
written notice.

In December 2007, BCN abandoned one of its administrative office facilities
in Ann Arbor, Michigan. Although BCN remains obligated under the terms of
the lease for the rent and other costs associated with the lease, BCN made
the decision to cease using the space on December 21, 2007, and has no
foreseeable plans to occupy it in the future. BCN recorded costs of exiting the
space of $908,894 in general administrative expenses in the statement of
revenues and expenses. The liability is equal to the total amount of rent and
other direct costs until the lease expires on June 30, 2008.

(2) Noncancelable leases

(a) At December 31, 2007, the minimum aggregate rental commitments are

as follows:

Year Ending December 31 Operating Leases
2008 5,170,897
2009 5,164,487
2010 5,153,880
2011 3,605,820
2012 3,695,966
2013 and thereafter 9,600,495
Total $ 32,391,545

(b) Non-cancelable subleases — NOT APPLICABLE
(3) Sales-leaseback transactions — NOT APPLICABLE
B. Lessor Leases — NOT APPLICABLE

Information About Financial Instruments With Off-Balance Sheet Risk and Financial
Instruments With Concentrations of Credit Risk — NOT APPLICABLE

Sale, Transfer and Servicing of Financial Assets and Extinguishments of Liabilities

BCN, in the normal course of business, enters into security lending agreements with
various other counterparties. Under these agreements, BCN lends U.S. government
and corporate securities in exchange for collateral consisting primarily of cash and
U.S. government notes, approximating 102% of the value of the securities loaned.
The collateral pledged from counterparties is not available for BCN’s general use and
therefore is restricted. These agreements are primarily overnight in nature and
settled the next business day. At December 31, 2007 and 2006, securities lending
cash collateral totaled $55,798,581 and $22,803,431, respectively, and non-cash
collateral totaled $174,519,721 and $0, respectively.

Gain or Loss to the Reporting Entity from Uninsured A&H Plans and the Uninsured
Portion of Partially Insured Plans —

A. ASO Plans — NOT APPLICABLE
B. ASC Plans — NOT APPLICABLE

C. Medicare or Other Similarly Structured Cost Based Reimbursement Contract
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1. Revenue from BCN'’s Medicare Part D cost based reimbursement portion of the
contract for the year 2007, consisted of $1,276,401 for reinsurance subsidy and
$926,706 for low-income cost sharing subsidy.

2. As of December 31, 2007, BCN had recorded receivables from the following payors
whose account balances are greater than 10% of BCN’s amounts receivable from
uninsured accident and health plans or $10,000:

CMS $0

3. In connection with BCN’s Medicare D cost based reimbursement portion of the
contract, BCN has recorded allowances and reserves for adjustment of recorded
revenues in the amount of $1,053,105 at December 31, 2007.

4. BCN has made no adjustment to revenue resulting from audit of receivables related to
revenues recorded in the prior period.

19. Direct Premium Written/Produced by Managing General Agents/Third Party
Administrators — NOT APPLICABLE

20. Other Items
A. Extraordinary Items — NOT APPLICABLE
B. Troubled Debt Restructuring — NOT APPLICABLE
C. Other Disclosures

Statutory Deposit - As a condition of licensure with the State of Michigan, BCN
is required to maintain a minimum deposit of $1,000,000 in a segregated
account. At December 31, 2007, because of the merger detailed in Note 3B,
BCN held $2,000,000 in statutory deposit accounts. The additional $1,000,000
deposit was approved for release by OFIS on January 17, 2008. These funds
can only be used by BCN at the direction of the Insurance Commissioner of the
State of Michigan. The funds are invested in an exempt Money Market Mutual
Fund. Interest on these funds accrues to BCN.

Industry Concentration - BCN primarily conducts business within the State of
Michigan, and a significant portion of BCN'’s customer base is concentrated in
companies that are part of the automobile manufacturing industry. Receivables
from these customers approximate $1,195,032 and $0 at December 31, 2007
and 2006, respectively. BCN held no investments in these customers’
commercial paper, medium term notes, and other asset backed securities at
December 31, 2007 and 2006.

D. Retrospectively Rated Contracts — NOT APPLICABLE
E. Business Interruption Insurance Recoveries — NOT APPLICABLE
F. State Transferable Tax Credits — NOT APPLICABLE

G. Aggregate deposits of Internal Revenue Code Section 6603 — NOT
APPLICABLE

H. Hybrid Securities — NOT APPLICABLE

I.  Subprime Mortgage Related Risk Exposure — NOT APPLICABLE

21. Events Subsequent

As of December 31, 2007, BCN held $17,350,000 of Auction Rate Securities (“ARS")
in short-term investments. Auction Rate Securities are generally debt instruments
that provide liquidity through an auction process that resets the applicable interest
rate at pre-determined short-term calendar intervals.
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BCN's holdings are comprised entirely of securitized student loans which are 97-98%
government guaranteed. BCN invests in ARS as part of its cash management
program.

In January 2008, BCN sold $7,350,000 in ARS at par through the periodic auctions
and as of February 21, 2008 held a total of $10,000,000 in ARS. In February 2008,
BCN experienced its first failed auction. A failed auction occurs when there are more
sellers than buyers. There have been no defaults on maturities or interest payments
on BCN’'s ARS.

22. Reinsurance
A. Ceded Reinsurance Report

BCN accounts for its transactions with the Stop-Loss Trust as if it were ceded
reinsurance in compliance with the NAIC annual statement instructions and SSAP
No. 61. Life, Deposit-Type and Accident and Health Reinsurance.

Section 1 — General Interrogatories

1. Are any of the reinsurers, listed in Schedule S as non-affiliated, owned in excess
of 10% or controlled, either directly or indirectly, by the company or by any
representative, officer, trustee, or director of the company?

Yes () No (X)
If yes, give full details.

2. Have any policies issued by the company been reinsured with a company
chartered in a country other than the United States (excluding U.S. Branches of
such companies) that is owned in excess of 10% or controlled directly or indirectly
by an insured, a beneficiary, a creditor or an insured or any other person not
primarily engaged in the insurance business?

Yes() No (X)
If yes, give full details.
Section 2 — Ceded Reinsurance Report — Part A

1. Does the company have any reinsurance agreements in effect under which the
reinsurer may unilaterally cancel any reinsurance for reasons other than for
nonpayment of premium or other similar credit?

Yes () No (X)

a.) If yes, what is the estimated amount of the aggregate reduction in surplus of a
unilateral cancellation by the reinsurer as of the date of this statement, for those
agreements in which cancellation results in a net obligation of the reporting entity to
the reinsurer, and for which such obligation is not presently accrued? Where
necessary, the reporting entity may consider the current or anticipated experience
of the business reinsured in making this estimate. NOT APPLICABLE

b.) What is the total amount of reinsurance credits taken, whether as an asset or as
a reduction of liability for these agreements in this statement? NOT APPLICABLE

2. Does the reporting entity have any reinsurance agreements in effect such that
the amount of losses paid or accrued through the statement date may result in a
payment to the reinsurer of amounts that, in aggregate and allowing for offset of
mutual credits from other reinsurance agreements with the same reinsurer, exceed
the total direct premium collected under the reinsured policies?

Yes () No (X)

If yes, give full details.

Section 3 — Ceded Reinsurance Report — Part B
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1. What is the estimated amount of the aggregate reduction in surplus, (for
agreements other than those under which the reinsurer may unilaterally cancel for
reasons other than for nonpayment of payment or other similar credits that are
reflected in Section 2 above) of termination of ALL reinsurance agreements, by
either party, as of the date of this statement? Where necessary, the company may
consider the current or anticipated experience of the business reinsured in making
this estimate. $0

BCN participates in a plan of self-insurance.

2. Have any new agreements been executed or existing agreements amended,
since January 1 of the year of this statement, to include policies or contracts that
were in force or which had existing reserves established by the company as of the
effective date of the agreement?

Yes () No (X)

If yes, what is the amount of reinsurance credits, whether an asset or a reduction of
liability, taken for such new agreements or amendments? NOT APPLICABLE

B. Uncollectible Reinsurance
None
C. Commutation of Ceded Reinsurance
None
23. Retrospectively Rated Contracts and Contracts Subject to Redetermination

A. BCN estimates accrued redetermination premium adjustments and return
premium adjustments for its group health insurance contracts subject to
redetermination based on an examination of contract requirements in relation to
the rates charged for similar sized subscriber groups and the status of past
applicable audits.

BCN estimates accrued retrospective premium adjustments for its Medicare
Advantage health insurance contracts based on the funds received from CMS for
Medicare Part D designated as “Direct Subsidies”, “Low Income Subsidies
(Premium Portion)”, “Beneficiary Premium (Standard Coverage Portion)”, “Part D
Payment Demonstration” and “Risk Corridor Adjustment Payment”, as well as
any subsequent adjustments made by CMS. BCN started receiving these
retrospective premiums with the start-up of the new BCN Advantage effective
January 1, 2006.

B. Accrued redetermination premium adjustments and return premium adjustments
as well as retrospective premiums are recorded as an adjustment to earned
premium.

C. The amount of net premiums written by BCN that are subject to redetermination or
retrospective provisions was $348,518,013 and $108,588,190 for 2007 and 2006
respectively, representing approximately 16.21% and 5.35% of the total net
premiums written for commercial health for 2007 and 2006. No other premiums
written by BCN are subject to redetermination or retrospective provisions.

24. Change in Incurred Losses and Loss Adjustment Expenses - Activity in the liabilities
for unpaid claims and claims adjustment expenses at December 31, 2007 and 2006,
respectively is summarized as follows:
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Annual Statement

2007 2006
BALANCE—January 1 $ 263,044,144 $ 240,621,210
Incurred related to:
Current year 1,923,583,038 1,802,981,111
Prior year (32,261,217) (23,231,460)
Total incurred 1,891,321,821 1,779,749,651
Paid related to:
Current year 1,630,868,616 1,545,111,881
Prior year 231,307,729 212,214,836
Total paid 1,862,176,345 1,757,326,717
BALANCE—December 31 $ 292,189,620 $ 263,044,144
Balance at December 31.:
Liability for claims unpaid $ 281,609,762 $ 256,295,266
Liability for unpaid claims adjustment expenses 10,579,858 6,748,878
Total $ 292,189,620 $ 263,044,144

Changes in actuarial estimates of claims unpaid reported as “incurred related to
prior year” in the schedule above reflect revisions in estimates of medical cost
trends and changes in claims processing patterns.

25. Inter-company Pooling Arrangements — NOT APPLICABLE

26. Structured Settlements — NOT APPLICABLE

27. Health Care Receivables —

Pharmaceutical Rebate Receivables

Healthcare receivables include pharmacy rebates BCN receives from third party
vendors. These rebates are calculated using estimates based on historical rebate

trends and membership. Activity for the previous three years is summarized as
follows:

25.18



Statement as of December 31, 2007 of the Blue Care Network of Michigan

NOTES TO FINANCIAL STATEMENTS

Quarter

12/31/2007
9/30/2007
6/30/2007
3/31/2007

12/31/2006
9/30/2006
6/30/2006
3/31/2006

12/31/2005
9/30/2005
6/30/2005
3/31/2005

@
Estimated
Pharmacy
Rebates as

Reported on
Financial

Statements

$ 3,698,927
3,538,522
3,838,338
4,025,229

$ 4425457
5,681,735
4,672,148
3,904,473

$ 4,441,756
3,845,830
3,450,649
3,659,535

Risk Sharing Receivables
BCN has a risk sharing agreement with the University of Michigan Health System (UMHS)

whereby UMHS is at full risk for all the medical care provided to BCN members. BCN

@

Pharmacy
Rebates as
Billed or
Otherwise

Confirmed

3,743,393
3,452,321

$ 3,612,228
3,244,103
4,423,885
4,009,886

$ 4,133,328
3,939,571
3,625,214
3,573,221

©)

Actual Rebates

Received
Within
90 days of

Billing

$ -
133
778,478
213,215

$ 1,066,968
1,475,913
1,761,292
2,138,191

$ 2,065,240
1,081,710
3,097,529
1,471,256

4

Actual Rebates

Received
Within
91 to 180 Days

of Billing

$ -

1,553,011
3,269,317

$ 2421625

1,796,223
1,873,657
2,150,582

$ 2,320,599

2,959,436
979,607
1,882,274

®)

Actual Rebates
Received
More
Than 180 Days

After Billing

$ -

151,321

$ 1,101,292
1,074,472
1,093,693

830,267

$ 1247239
1,398,438
1,416,739
1,551,609

estimates the risk sharing receivable using actuarial estimates based on historical claims
experience modified for current trends and benefits as well as using actual payments to third
party providers whose reimbursement is proved for in the UMHS risk sharing agreement. At
December 31, 2007 BCN had a risk sharing receivable of $10,071,237. At December 31,
2006 BCN had a risk sharing receivable of $4,449,063. At December 31, 2005 BCN had a
risk sharing receivable of $4,414,053. Years ending December 31, 2007, 2006 and 2005 were
not offset by any risk sharing payables.

Actual Risk
Risk Sharing Actual Risk | Actual Risk Sharing
Risk Sharing Receivable as Sharing Sharing Amounts Actual Risk
Receivable as | Estimated and Amounts Amounts Collected Sharing
Evaluation Estimated and Reported in Risk Sharing Risk Sharing | Collected in Collected Second Amounts
Calendar Period Year Reported in the Current Receivable Receivable Year First Year Year Collected -
Year Ending the Prior Year Year Invoiced Not Invoiced Invoiced Subsequent | Subsequent All Other
2007 2007 | $ 4,449,063 $ $ 6,467,742 $ $ $ $ - $
2008 XXX $ 10,071,237 XXX $ 10,071,237 XXX XXX
2006 2006 | $ 4,414,053 $ $ 4,481,051 $ $ - $4,357,637 $ 123414 | $
2007 XXX $ 4,449,063 XXX $ 4,449,063 XXX XXX XXX XXX
2005 2005 | $ $ $ $ $ $ $ -1 $
2006 XXX $ 4,414,053 XXX $ 4,414,053 XXX XXX XXX XXX

28. Participating Policies — NOT APPLICABLE

29. Premium Deficiency Reserves —

BCN was not required to record a premium deficiency reserve in 2007 or 2006. If
the need to record such a reserve arises, BCN would use anticipated investment
income as a factor in the premium deficiency calculation.
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NOTES TO FINANCIAL STATEMENTS

30. Anticipated Salvage and Subrogation — NOT APPLICABLE
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SUMMARY INVESTMENT SCHEDULE

Gross Admitted Assets as Reported
Investment Holdings in the Annual Statement
1 2 3 4
Investment Categories Amount Percentage Amount Percentage
1. Bonds:
11 ULS. ATBASUIY SECUMLIES. ....c..vvvecvitceeietetee ettt ettt s st es s ssseseenes | cbesaesenes 13,042,505 | ....cevvvueee 18 |, 13,042,505 | ...cceveveeee 1.8
1.2 U.S. government agency obligations (excluding mortgage-backed securities):
1.21 Issued by U.S. GOVEIMMENE AQENCIES. ..ottt stssese st sssssssssssssssssssssessessessssssesss | cressesssssnsssessasssnssnssns | sessesessnsennes 0.0 [ e 0.0
1.22 Issued by U.S. government SPONSOrEd gENCIES...........c.evueveirerieiesissiesesssssesesiessesessessssssessessssssesssssns | soessesssssssssessssssssseses | sovssesessnnss 0.0 [ [ e 0.0
1.3 Foreign government (including Canada, excluding mortgage-backed SECUHIES)...........vrrrererrerreenrereereirmeereireenns | corrernnneirsinsneseeinnes | veereeiseennenns (010 I SRR I 0.0
1.4 Securities issued by states, territories and possessions and political subdivisions in the U.S.:
1.41 States, territories and possessions general Obligations.............c.eeueurreirnenrirnenensieeneineeesssessessssessseens | reeeeeseenesessssenssnsns [ coneeeeneenees 0.0 [ e 0.0
1.42 Political subdivisions of states, territories & possessions & political subdivisions general obligations........ [ ...ccceeveernrseieies [ covrireiniins 0.0 | oo | e 0.0
1.43 Revenue and assesSMeNt ODIIGAtIONS. ..ottt sttt
1.44 Industrial development and similar obligations
1.5  Mortgage-backed securities (includes residential and commercial MBS):
1.51 Pass-through securities:
1.511 Issued or guaranteed DY GNIMA ..ot bssss s ssssnes | essessesssssssessessssnssnns | sresiesissnsaens 0.0 [ [ e 0.0
1.512 Issued or guaranteed by FNMA and FHLMC..........cccocieieiciencesesieeeseveses e ssssssessesnns | cvevensenns 73,301,338 | .coovvereree. 99 [ 73,301,338 | .cvvrereene 10.0
1513 Al OTNET ...ttt sttt essstnenssens | snesssssnsnissnssstnnensnes | cerisneeeses (00 [ ORI RN 0.0
1.52 CMOs and REMICs:
1.521 Issued or guaranteed by GNMA, FNMA, FHLMC OF VA.........ccoiiiierieeseseeseeesssseseessisssesens | cesseneissssensssssenies | veveesieinsienns 0.0 [ [ e 0.0
1.522 Issued by non-U.S. Government issuers and collateralized by mortgage-backed
securities issued or guaranteed by agencies Shown in LiNg 1.521........c.ovvrmrnerrinenninneinsnnneeneins | e | veeseesssensen (010 I SR I 0.0
1,523 Al OTNET ...ttt ssss s ssssesnten | cesisisesens 2,408,535 | ....cccovvuvnne. 0.3 | oo 2,408,535 | ....ccoovvernne. 0.3
2. Other debt and other fixed income securities (excluding short-term):
2.1 Unaffiliated domestic securities (includes credit tenant loans rated by the SVO).........cccoceveveieieeveieeseieieiiens | e 56,084,592 | .......ccc0.... 7.6 | 56,084,592 | ......cccco.... 7.6
2.2 Unaffiliated fOreign SECUMHES. .......ovrericerreeieeereire ettt sttt sttt essessessesssssnssansans | sessessesssssssssesssssnssens | neesssessnnens 0.0 [ e 0.0
23 AFilIAtEA SECUMIHIES. .....evvrrvereiereiiicii ittt ensseennen | wrsnensssesnissessssenssennes | cernereeneanns 0.0 [ [ i) 0.0
3. Equity interests:
3.1 Investments in MUEUAIFUNGS...........ocveuiririir st esssesnens | eressseeinns 1,515,659 | ...ovvvenne 02 [ 1,515,659 | ..o 0.2
3.2 Preferred stocks:
3.21 Affiliated
322 UNGFIIAIEA. ... veoeeeeeeeeceieiesi ettt sttt snss st snnes | sresssneninesss s st | oeeneenesnens 0.0 | oo [ e 0.0
3.3 Publicly traded equity securities (excluding preferred stocks):
33T AFFIBIEA. .. vveeeeerseeees ettt s sttt | eresinnentsnensstsnnntiens | sesnesssinnend (00 [ SRR 0.0
3.32 UNGFfIlIATEA. ...ttt sssee s | sreneieesi st ennts | e 0.0 | o [ e 0.0
3.4 Other equity securities:
34T AFRIIBIEA. ...vooorveeritreri sttt sennnens | eesreieseend 6,854,555 | .....cocvvuvnne. 0.9 | oo 2,979,805 | ..oooverieennne 0.4
342 UNGFIIBLEA. .. evvevoreeeceis ettt bbbt sssns st | cresssnentsnensstsnensnnns | sereeseseneens (00 [ ORI RN 0.0
3.5 Other equity interests including tangible personal property under lease:
35T AFFIIBIEA. ..ottt bRttt ennnns | crerennentnensst st | enesesennens (001 OO IR 0.0
352 UNGFIIAIEG. ... . veooeevecerreeereeereei st sess sttt ssssessssesssssnsssssssssssssssnes | svssssssesssmnssssssssnnsssns | sosessssssssnes (00 [ SRR 0.0
4. Mortgage loans:
4.1 Construction and 1and deVEIOPMENL...........cc.eiiririririssrrs st ess st nssessnes
4.2 AGHCUIUIAL ... veetctiie ettt s bbbtk ns s
4.3 Single family reSidential PrOPEIHES..........vrvrererurieiireirie ettt ensaen
4.4 Multifamily residential PrOPEIIES..........ccuuiieirerrcieiesc ettt s
4.5 COMMENCIAI IONS. ......oucveerierercriseiseees et
46 Mezzaning real 8State l0ANS...........c.oviiiiii s
5. Real estate investments:
5.1 Property 0CCUPIEd DY COMPANY.......cccoiiviiicreieeeiee st sss s sssbe st sssssessssesessssssnas | cessenesensesessssnsessnenss | vereererernnnens0.00 | e | oo 0.0
5.2 Property held for production of income (including §.......... 0 of property acquired in satisfaction of debt)..............| oo |00 | | e 0.0
5.3 Property held for sale (including §......... 0 property acquired in satisfaction of debt)..........cccoeeevevveereereeeesreeenees | e | eveeieieeenn0.0 [ [ 0.0
8. CONMTACI0BNS.......coureriiiiei bbbt nienes | cenueensie st
7. RECEIVADIES fOr SEOUMHES.......ouuveveerirrciriieeeiee sttt ssst s enenes | cresisneneesss e
8.  Cash, cash equivalents and Short-term iNVESIMENLS............cccceieieiiiiecicsee et ssssenaes | eriinens 515,981,372 | ....c........89.7 | ......... 515,981,372
9. Other iNVESEA @SSEIS..........uereeerirreirciirerieei sttt nene e essnsenns | speresenns 70,835,625 | ... 9.6 [, 70,835,625
10, TOtAlINVESIEA ASSELS..........oocvivecvieiecteiectieceeeeeete ettt s sttt senetes st esessesesnassssassennsssesnaesssnsesennens | cosrerens 740,024,081 | ..........100.0 | ......... 736,149,331
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2.1

22

3.1
3.2

3.3

34
4.1

42

5.1
52

6.1

6.2

71
7.2

8.1
8.2

8.3
8.4

1.1

1.2

12.
121

12.2
12.3
12.4

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

GENERAL
Is the reporting entity a member of an Insurance Holding Company System consisting of two or more affiliated persons, one or more of which
is an insurer? Yes[X] No[ ]
If yes, did the reporting entity register and file with its domiciliary State Insurance Commissioner, Director or Superintendent or with such
regulatory official of the state of domicile of the principal insurer in the Holding Company System, a registration statement providing
disclosure substantially similar to the standards adopted by the National Association of Insurance Commissioners (NAIC) in its Model
Insurance Holding Company System Regulatory Act and model regulations pertaining thereto, or is the reporting entity subject to standards
and disclosure requirements substantially similar to those required by such Act and regulations? Yes[X] No[ ] NATJ ]
State regulating? Michigan
Has any change been made during the year of this statement in the charter, by-laws, articles of incorporation, or deed of settiement of the
reporting entity? Yes[ ] No[X]
If yes, date of change:
State as of what date the latest financial examination of the reporting entity was made or is being made. 12/31/2003
State the as of date that the latest financial examination report became available from either the state of domicile or the reporting entity.
This date should be the date of the examined balance sheet and not the date the report was completed or released. 12/31/2003
State as of what date the latest financial examination report became available to other states or the public from either the state of domicile or the
reporting entity. This is the release date or completion date of the examination report and not the date of the examination (balance sheet date). 06/30/2005
By what department or departments? Dept of Labor & Economic Growth - Office of Financial and Insurance Services
During the period covered by this statement, did any agent, broker, sales representative, non-affiliated sales/service organization or any combination
thereof under a common control (other than salaried employees of the reporting entity) receive credit or commissions for or control a substantial
part (more than 20 percent of any major line of business measured on direct premiums) of:
411 sales of new business? Yes[ ] No[X]
412  renewals? Yes[ ] No[X]
During the period covered by this statement, did any sales/service organization owned in whole or in part by the reporting entity or an affiliate,
receive credit or commissions for or control a substantial part (more than 20 percent of any major line of business measured on direct premiums) of:
421  sales of new business? Yes[X] No[ ]
422  renewals? Yes[X] No[ ]
Has the reporting entity been a party to a merger or consolidation during the period covered by this statement? Yes[X] No[ ]
If yes, provide the name of the entity, NAIC company code, and state of domicile (use two letter state abbreviation) for any entity that has ceased
to exist as a result of the merger or consolidation.
1 2 3
Name of Entity NAIC Co. Code State of Domicile
M-CARE 94559 MI
Has the reporting entity had any Certificates of Authority, licenses or registrations (including corporate registration, if applicable) suspended
or revoked by any governmental entity during the reporting period? Yes[ ] No[X]
If yes, give full information:
Does any foreign (non-United States) person or entity directly or indirectly control 10% or more of the reporting entity? Yes[ ] No[X]
If yes,
7.21  State the percentage of foreign control. %
7.22  State the nationality(ies) of the foreign person(s) or entity(ies); or if the entity is a mutual or reciprocal,
the nationality of its manager or attorney-in-fact and identify the type of entity(ies) (e.g., individual,
corporation, government, manager or attorney-in-fact)
1 2
Nationality Type of Entity

Is the company a subsidiary of a bank holding company regulated by the Federal Reserve Board? Yes[ ] No[X]
If response to 8.1 is yes, please identify the name of the bank holding company.
Is the company affiliated with one or more banks, thrifts or securities firms? Yes[ ] No[X]
If response to 8.3 is yes, please provide the names and location (city and state of the main office) of any affiliates regulated by a federal
financial regulatory services agency [i.e. the Federal Reserve Board (FRB), the Office of the Comptroller of the Currency (OCC), the Office of
Thrift Supervision (OTS), the Federal Deposit Insurance Corporation (FDIC) and the Securities Exchange Commission (SEC)] and identify the
affiliate's primary federal regulator.

1 2 3 4 5 6 7

Affiliate Name Location (City, State) FRB 0CC OoTS FDIC SEC

What is the name and address of the independent certified public accountant or accounting firm retained to conduct the annual audit?
Deloitte & Touche LLP. 600 Renaissance Center Suite 900 Detroit, Ml 48243-1895
What is the name, address and affiliation (officer/employee of the reporting entity or actuary/consultant associated with an actuarial
consulting firm) of the individual providing the statement of actuarial opinion/certification?
David Robert Nelson, FSA MAAA Chief Actuarial Officer, Blue Care Network of Michigan 20500 Civic Center Drive MC C465 Southfield, MI 48076
Does the reporting entity own any securities of a real estate holding company or otherwise hold real estate indirectly? Yes[ ] No[X]
11.11  Name of real estate holding company
11.12 Number of parcelsinvolved
11.13 Total book/adjusted carryingvalue
If yes, provide explanation.
FOR UNITED STATES BRANCHES OF ALIEN REPORTING ENTITIES ONLY:
What changes have been made during the year in the United States manager or the United States trustees of the reporting entity?
Does this statement contain all business transacted for the reporting entity through its United States Branch on risks wherever located? Yes[ ] No[ ]
Have there been any changes made to any of the trust indentures during the year? Yes[ ] No[ ]
If answer to (12.3) is yes, has the domiciliary or entry state approved the changes? Yes[ | No[ 1 NATJ ]
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131

13.11

13.2
13.21

13.3
13.31

18.1

18.2

19.1

19.2

20.1

20.2

211
212

222

231

232

233

241
24.2

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

Are the senior officers (principal executive officer, principal financial officer, principal accounting officer or controller, or persons performing similar functions)
of the reporting entity subject to a code of ethics, which includes the following standards?

a. Honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and professional relationships;
b. Full, fair, accurate, timely and understandable disclosure in the periodic reports required to be filed by the reporting entity;

C. Compliance with applicable governmental laws, rules and regulations;

d. The prompt internal reporting of violations to an appropriate person or persons identified in the code; and

e. Accountability for adherence to the code.

If the response to 13.1 is No, please explain:

Has the code of ethics for senior managers been amended?
If the response to 13.2 is Yes, provide information related to amendment(s).
The corporate ethics and compliance program was amended for the following: Clarifies that the Compliance Committee meets at least quarterly,

requires that the director of corporate ethics & compliance will report suspected violations of state or federal law to the VP of HR & Corporate Administration.

Have any provisions of the code of ethics been waived for any of the specified officers?
If the response to 13.3 is yes, provide the nature of any waiver(s).

BOARD OF DIRECTORS

Is the purchase or sale of all investments of the reporting entity passed upon either by the Board of Directors or a subordinate committee thereof?
Does the reporting entity keep a complete permanent record of the proceedings of its Board of Directors and all subordinate committees thereof?

Has the reporting entity an established procedure for disclosure to its Board of Directors or trustees of any material interest or affiliation
on the part of any of its officers, directors, trustees or responsible employees that is in conflict or is likely to conflict with the official duties
of such person?

FINANCIAL

Has this statement been prepared using a basis of accounting other than Statutory Accounting Principles (e.g., Generally Accepted Accounting Principles)?

Total amount loaned during the year (inclusive of Separate Accounts, exclusive of policy loans):

18.11  To directors or other officers

18.12  To stockholders not officers

18.13  Trustees, supreme or grand (Fraternal only)

Total amount of loans outstanding at the end of year (inclusive of Separate Accounts, exclusive of policy loans):
18.21 To directors or other officers

18.22 To stockholders not officers

18.23 Trustees, supreme or grand (Fraternal only)

Were any assets reported in this statement subject to a contractual obligation to transfer to another party without the liability for
such obligation being reported in the statement?

If yes, state the amount thereof at December 31 of the current year:

19.21 Rented from others

19.22 Borrowed from others

19.23 Leased from others

19.24  Other

Does this statement include payments for assessments as described in the Annual Statement Instructions other than guaranty
fund or guaranty association assessments?

If answer is yes:

20.21  Amount paid as losses or risk adjustment

20.22 Amount paid as expenses

20.23  Other amounts paid

Does the reporting entity report any amounts due from parent, subsidiaries or affiliates on Page 2 of this statement?
If yes, indicate any amounts receivable from parent included in the Page 2 amount.

INVESTMENT

Were all the stocks, bonds and other securities owned December 31 of current year, over which the reporting entity has exclusive control,
in the actual possession of the reporting entity on said date?
If no, give full and complete information relating thereto.

Were any of the stocks, bonds or other assets of the reporting entity owned at December 31 of the current year not exclusively under the
control of the reporting entity, or has the reporting entity sold or transferred any assets subject to a put option contact that is currently in
force? (Exclude securities subject to Interrogatory 19.1)

If yes, state the amount thereof at December 31 of the current year:

23.21 Loaned to others

23.22  Subject to repurchase agreements

23.23 Subject to reverse repurchase agreements

23.24  Subject to dollar repurchase agreements

23.25 Subiject to reverse dollar repurchase agreements

23.26 Pledged as collateral

23.27 Placed under option agreements

23.28 Letter stock or securities restricted as to sale

23.29  On deposit with state or other regulatory body

23.291 Other

For category (23.28) provide the following:

1 2 3
Nature of Restriction Description Amount

Does the reporting entity have any hedging transactions reported on Schedule DB?
If yes, has a comprehensive description of the hedging program been made available to the domiciliary state?
If no, attach a description with this statement.

Yes [

271

]

Yes[X] No[ ]
Yes[X] No[ ]
Yes[ ] No[X]
Yes[X] No[ ]
Yes[X] No[ ]
Yes[X] No[ ]
Yes[ ] No[X]

Yes[ ]

No[X]

Yes[ ]

No[X]

Yes[X] No[ ]
E T 4,923,447
Yes[ ] No[X]
Yes[X] No[ ]

e 174,519,721

.0
. 2,000,000
e 70,835,625

Yes[ ]
No[ 1]

No[X]
NA[ ]
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25.1

252

26.

26.01

26.02

26.03
26.04

26.05

272

273

28.

29.1
29.2

30.1
30.2

31.1
31.2

32.1
32.2

GENERAL INTERROGATORIES
PART 1 - COMMON INTERROGATORIES

Were any preferred stocks or bonds owned as of December 31 of the current year mandatorily convertible into equity, or, at the option of the

issuer, convertible into equity? Yes[ ] No[X]
If yes, state the amount thereof at December 31 of the currentyear:
Excluding items in Schedule E, real estate, mortgage loans and investments held physically in the reporting entity's offices, vaults or safety
deposit boxes, were all stocks, bonds and other securities, owned throughout the current year held pursuant to a custodial agreement with a
qualified bank or trust company in accordance with Section 3, Ill Conducting Examinations, G - Custodial or Safekeeping Agreements of the
NAIC Financial Condition Examiners Handbook? Yes[X] No[ ]
For agreements that comply with the requirements of the NAIC Financial Condition Examiners Handbook, complete the following:
1 2
Name of Custodian(s) Custodian's Address

State Street Bank 801 Pennsylvania, Kansas City, MO 64105
Fidelity Investments Institutional Operations Company 100 Magellan Way KW2B Covington, KY 41015
Comerica Bank P.0. Box 75000 Detroit Mi 48275-3462
For all agreements that do not comply with the requirements of the NAIC Financial Condition Examiners Handbook, provide the
name, location and a complete explanation:

1 2 3

Name(s) Location(s) Complete Explanation(s)

Have there been any changes, including name changes, in the custodian(s) identified in 26.01 during the current year? Yes[ ] No[X]
If yes, give full and complete information relating thereto:

1 2 3 4

Old Custodian New Custodian Date of Change Reason

Identify all investment advisors, brokers/dealers or individuals acting on behalf of broker/dealers that have access to the investment
accounts, handle securities and have authority to make investments on behalf of the reporting entity:

1 2 3

Central Registration Depository Number(s) Name Address

Blue Cross Blue Shield of Michigan

600 E. Lafayette Blvd. Detroit, MI 48226

Does the reporting entity have any diversified mutual funds reported in Schedule D, Part 2 (diversified according to the Securities and

Exchange Commission (SEC) in the Investment Company Act of 1940 [Section 5(b)(1)])? Yes[ ] No[X]
If yes, complete the following schedule:
1 2 3
CUSIP # Name of Mutual Fund Book/Adj.Carrying Value
27.2999. TOTAL 0
For each mutual fund listed in the table above, complete the following schedule:
1 2 3 4
Amount of Mutual
Fund's Book/Adjusted
Name of Mutual Fund Name of Significant Holding Carrying Value
(from the above table) of the Mutual Fund Attributable to Holding Date of Valuation
Provide the following information for all short-term and long-term bonds and all preferred stocks. Do not substitute amortized value or statement value for fair value.
1 2 3
Excess of Statement
Statement over Fair Value (),
(Admitted) Fair or Fair Value over
Value Value Statement (+)
281 BONGS....cvuiiiereieiieirsssesesiess e ses s ssss sttt snaes st snsensensnnsnnss | srsesseneas 675,860,358 | ......... 677,946,697 | ....ccovonee.. 2,086,339
28.2
28.3
28.4  Describe the sources or methods utilized in determining the fair values:
State Street Bank is the source for all fair values.
Have all the filing requirements of the Purposes and Procedures Manual of the NAIC Securities Valuation Office been followed? Yes[X] No[ |
If no, list exceptions:
OTHER
Amount of payments to trade associations, service organizations and statistical or rating bureaus, if any? G 644,622
List the name of the organization and the amount paid if any such payment represented 25% or more of the total payments to
trade associations, service organizations and statistical or rating bureaus during the period covered by this statement.
1 2
Name Amount Paid
Blue Cross Blue Shield Association 320,181
Amercia's Health Insurance Plans 257,188
Amount of payments for legal expenses, if any? T 39,194
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payments
for legal expenses during the period covered by this statement.
1 2
Name Amount Paid
Dickinson Wright PLLC 38,025
Amount of payments for expenditures in connection with matters before legislative bodies, officers or departments of government, if any? B 0
List the name of the firm and the amount paid if any such payment represented 25% or more of the total payment expenditures
in connection with matters before legislative bodies, officers or departments of government during the period covered by this statement.
1 2
Name Amount Paid
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1.3

1.4
1.5
1.6

3.1

3.2

4.1

42
5.1

5.2

5.3

7.1
7.2

9.1
9.2

10.1
10.2

GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

Does the reporting entity have any direct Medicare Supplement Insurance in force? Yes[ ] No[X]
If yes, indicate premium earned on U.S. businessonly

What portion of Item (1.2) is not reported on the Medicare Supplement Insurance Experience Exhibit? s
1.31 Reason for excluding

Indicate amount of earned premium attributable to Canadian and/or Other Alien notincluded in Item (1.2) above.
Indicate total incurred claims on all Medicare Supplementinsurance.
Individual policies:

Most current three years:

1.61 Totalpremiumearned
1.62 Totalincurredclaims s
1.63 Numberof coveredlives
All years prior to most current three years:

1.64 Totalpremiumearned
1.65 Totalincurredclaims s
1.66 Numberofcoveredlives s

Group policies:

Most current three years:

1.71  Total premium earned

1.72 Total incurred claims

1.73  Number of covered lives

All years prior to most current three years:
1.74  Total premium earned

1.75 Total incurred claims

1.76  Number of covered lives

Health test: 1 2
Current Year Prior Year

2.1 Premium Numerator...........cccoevvveevieeeneeninnns
2.2 Premium Denominator
2.3 Premium Ratio (2.1/2.2
2.4 Reserve Numerator...
2.5 Reserve Denominator....

2.6 Reserve Ratio (2.4/2.5).....

Has the reporting entity received any endowment or gift from contracting hospitals, physicians, dentists, or others that is agreed will be
returned when, as and if the earnings of the reporting entity permits? Yes[ | No[X]

If yes, give particulars:

Have copies of all agreements stating the period and nature of hospitals', physicians', and dentists' care offered to subscribers and

dependents been filed with the appropriate regulatory agency? Yes [ X] No[ ]
If not previously filed, furnish herewith a copy(ies) of such agreement(s). Do these agreements include additional benefits offered? Yes[ ] No[ 1]
Does the reporting entity have stop-loss reinsurance? Yes[ ] No[X]
If no, explain:

Blue Care Network of Michigan participates in the BCN Stop-Loss & Casualty Self-Insurance Trust. Expiration date of 12/31/2007.

Unlimited coverage with a deductible of $150,000. BCN accounts for the activity with the Trust as if it were re-insurance.

Maximum retained risk (see instructions):

5.31  Comprehensive medical
5.32  Medical only

5.33 Medicare supplement
5.34 Dental

5.35 Other limited benefit plan
5.36 Other

Describe arrangement which the reporting entity may have to protect subscribers and their dependents against the risk of insolvency including
hold harmless provisions, conversion privileges with other carriers, agreements with providers to continue rendering services, and any other
agreements:

Hold Harmless provisions are included in contracts with providers.

In addition, a State mandated cash reserve is maintained, along with Stop-Loss Self-Insurance coverage which includes an insolvency clause.

Does the reporting entity set up its claim liability for provider services on a service date base? Yes [ X] No[ ]
If no, give details:

Provide the following information regarding participating providers:

8.1  Number of providers at start of reportingyear 13,495
8.2  Number of providers at end of reportingyear 14,142
Does the reporting entity have business subject to premium rate guarantees? Yes|[ ] No[X]

If yes, direct premium earned:
9.21 Business with the rate guarantees between 15-36 months s
9.22 Business with rate guarantees over 3 months s

Does the reporting entity have Incentive Pool, Withhold or Bonus arrangements in its provider contracts? Yes [X] No[ ]
If yes:

10.21 Maximum amount payable bonuses G 72,590,359
10.22 Amount actually paid for year bonuses ....49,307,284
10.23 Maximum amount payable withholds ....10,619,749
10.24 Amount actually paid for year withholds G 7,939,179
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1.1

1.2
1.3
1.4
1.5
11.6

GENERAL INTERROGATORIES (continued)
PART 2 - HEALTH INTERROGATORIES

Is the reporting entity organized as:

11.12 A Medical Group/Staff Model,

11.13 An Individual Practice Association (IPA), or

11.14 A Mixed Model (combination of above)?

Is the reporting entity subject to Minimum Net Worth Requirements?

If yes, show the name of the state requiring such net worth.

If yes, show the amount required.

Is this amount included as part of a contingency reserve in stockholder's equity?

If the amount is calculated, show the calculation:
4% of subscription revenue: $2,162,665,199 x 4% = $86,506,608

Michigan

List service areas in which reporting entity is licensed to operate:
1
Name of Service Area

ALCONA
ALLEGAN
ALPENA
ANTRIM
ARENAC
BARRY

BAY

BENZIE
BERRIEN
CALHOUN
CASS
CHARLEVOIX
CHEBOYGAN
CLARE
CLINTON
CRAWFORD
EATON
EMMET
GENESEE
GLADWIN
GRAND TRAVERSE
GRATIOT
HILLSDALE
HURON
INGHAM
IONIA

10SCO
ISABELLA
JACKSON
KALAMAZOO
KALKASKA
KENT
LAPEER
LEELANAU
LIVINGSTON
MACKINAC
MACOMB
MANISTEE
MIDLAND
MECOSTA
MONROE
MONTCALM
MONTMORENCY
MUSKEGON
NEWAYGO
OAKLAND
OCEANA
OGEMAW
OSCODA
OTSEGO
OTTAWA
PRESQUE ISLE
ROSCOMMON
SAGINAW
SHIAWASSEE
ST.CLAIR
ST. JOSEPH
TUSCOLA
VAN BUREN
WASHTENAW
WAYNE
WEXFORD

28.1

Yes[ ] No[X]
Yes[ ] No[X]
Yes[X] No[ 1]
Yes[X] No[ ]
.................... 86,506,608
Yes[ ] No[X]
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FIVE-YEAR HISTORICAL DATA
1 2

3 4 5
2007 2006 2005 2004 2003
Balance Sheet Items (Pages 2 and 3)
1. Total admitted assets (Page 2, LiNE 26)...........c.ouvvueremmerneeinerineeeineninee | reevenneeens 785,302,394 |.....ccocoo.n. 675,400,498 |.... 697,705,479 |....cocceenuc 618,295,943 554,851,331
2. Total liabilities (Page 3, LiNe 22).........cc.ovceemrmimreinirierenerineeeinerineesinenes | covoeeeenens 541,192,674 |.....ccouvenn. 480,664,858 |.............. 384,682,565 |......c....... 399,817,739 |.ccovvvrenne 413,344,160
3. StALULONY SUIPIUS.....coveverecerrriceicrisesiee st eests | censssessenens 86,506,608 |........cco..... 81,581,202 |....cccrvvvenne 57,673,083 |..ccovverenne. 56,141,701 | ..coecvrvcrenne 54,380,471
4. Total capital and surplus (Page 3, Line 31)........cccouvemmrmmerennrrnnecenerinenns | woeevenneeens 244,109,720 |....cocovennee 194,735,640 |.............. 313,022,914 | ... 218,478,204 |.............. 141,507,171
Income Statement ltems (Page 4)
5. Total revenues (LiNE 8).........cc.ouwervmureemerieiineriesssensiesssssssiessssesssns | ceveerenns 2,151,856,958 |.......... 2,034,388,600 |........... 1,439,429,414 |........... 1,395,437,885 |.......... 1,352,667,185
6. Total medical and hospital expenses (LiNe 18)..........ccc.uvverrvvneremerirereins | covverenns 1,860,555,662 |.......... 1,752,212,012 |.......c.. 1,154,101,893 |.......... 1,115,660,742 |........... 1,098,493,074
7. Claims adjustment expenses (LiNe 20)...........c.everrrreenerimmesienesensinnens | ceverreseenens 88,186,400 |.....ccoevvvnnes 78,326,005 |...cccoreveenne 70,738,036 |...cvvvvnrenne. 78,409,518 |....ccoovenenn. 67,811,676
8. Total administrative expenses (LiNE 21)..........couwwrrurreremerirereieremneresnnenes | coroereennns 186,850,646 |.............. 196,840,660 |.............. 152,537,245 | ... 128,764,350 |......c....... 138,698,989
9. Net underwriting gain (0Ss) (LINE 24).........c..oovvvrerrmmreirerirererernenieseis | eerieresinenens 16,264,250 |....coocvovenenn. 7,009,923 |...oovvvn! 62,052,240 |..covvverennn. 72,603,275 | ...vvvvrenn: 47,663,446
10.  Netinvestment gain (I0SS) (LINE 27)..........cuureeerrmmeerrnereneinersnnessessiens | conerieeeenens 33,670,167 |...oovvvrrenn. 74,212,796 | ..ovvveene. 16,488,247 |....cccovvvveenn. 8,541,784 |...ovvvvnenn. 5,743,105
11, Total other income (LiNes 28 PIUS 29)...........cevevrevercrrrsreiresreeseseeseseseesens | eoveveseesessesisnanns (56,102) | covoveeveerrrrens (149,005) | .oovvvereereinnns (92,237) | cevveevereereeeesieieeressis | eeveererisses s ssanes
12. Netincome or (10SS) (LiNE 32)........cccrerireinrrmeerieerienesisessnesesessssssssenes | coverssesesnend 49,846,840 |...oocvvvvrnnnn 81,042,173 | ..o 78,396,434 | ....cocovvveene. 80,999,195 |....ccovvvvenn. 53,130,301
Cash Flow (Page 6)
13. Net cash from operations (LINE 11).......cccrrrnrneunirnririnensessesnesnssssesssenes | soveesessnsennes 99,078,239 |....ccovvnnee. 94,496,060 |......cc...... 66,542,404 | .............. 113,998,898 |.............. 111,010,121
Risk-Based Capital Analysis
14, Total adjusted Capital.........cocuevriereerirrerre et | e 244,109,720 |.....co....... 194,735,640 |.............. 313,022,914 |...ccovenve 218,478,204 |....cco..e. 141,507,171
15.  Authorized control level risk-based capital...............ccccvevereivereeeieieiiesies [ e 64,828,930 |....ccovuevnnd 60,723,694 |................ 41,176,565 |.....covuee... 39,394,003 |.....cceonue. 36,585,360
Enroliment (Exhibit 1)
16. Total members at end of period (Column 5, LIN€ 7)........ccevvvirerervcrreerieens | everreirireieienad 626,403 |...ooererirnnn 646,699 |...ccocvvireirrnns 452,163 | oo 460,516 |..overerernen. 478,043
17. Total member months (Column 6, LiNE 7)........ccevevviriereirereieicereeeeeies | e 7,564,671 | coiveirrene 7,625,979 |..ooovirera 5,398,464 |......ccccoo..... 5,509,462 |.....cccevue 5,898,716
Operating Percentage (Page 4)
(Item divided by Page 4, sum of Lines 2, 3, and 5) x 100
18. Premiums earned plus risk revenue (Line 2 plus Lines 3and 5)........ccccccee. | covvereerierccninnnnns 100.0 | oo 100.0 | coveeeieereeieee 100.0 | oovevereeeri. 100.0 [ .o 100.0
19. Total hospital and medical plus other non-health (Line 18 plus Line 19)..... [ ccoevoervivevercrnne. 86.4 | .o 86.0 | oo 80.1 | e T4 A 80.8
20. Cost CONtAINMENT EXPENSES........cvuereerrereereireereeserseesseeeesesssessessssseesessaseses | steeessesessassnessessessnes 2.8 | e V2N (8 N 38 | e 4.0 | )0.9 G
21. Other claims adjustmeNnt EXPENSES.........cccvurvivriieieieieeeieeesiesteisesssiens | cressesssesssssesessssenees 13 | e 12 | 1.3 | e 5.6 |
22. Total underwriting deductions (LiNE 23)........c.ccveurivereincinieieiesisieieissiens | cevesissessesiesesenans 99.2 | e 99.5 | e 956 | oo 946 | oo 96.0
23. Total underwriting gain (I0SS) (LINE 24)........ccouiviuierieieiieieseiieie et | ceeviesesssssssessessssene 0.8 [ 0.3 | e A3 | e B2 | 35
Unpaid Claims Analysis (U&I Exhibit, Part 2B)
24, Total claims incurred for prior years (Line 13 COl. 5).....ccevrverervereieieriens | cerveiriiennns 279,729,416 |.............. 255,602,392 |....cconnne 206,932,230 |.............. 217,419,418 | ..o 195,026,594
25. Estimated liability of unpaid claims - [prior year (Line 13, Col. 6)] ~ |.oeecrveeen. 309,836,682 | .....ccoeuu 284,284,770 | .............. 250,114,424 | .............. 246,898,321 | ......ccoo.n.. 223,296,904
Investments in Parent, Subsidiaries and Affiliates
26. Affiliated bonds (Sch. D SUMMArY, LINE 25, COL 1).....iueiiieiiieiiiriieiieins | ceveieinsieieiessissiesesnnes | vesessessesssssssssesessssessens | siesisssssessesesssssssessessssnns | sesssessesssssssssessessssssseses | sssessssossesesssssssassesessnses
27. Affiliated preferred stocks (Sch D. Summary, Line 39, Col. 1)
28. Affiliated common stocks (Sch D. Summary, Line 53, Col. 1).......cccevvunne
29. Affiliated short-term investments (subtotal included in Sch. DA,
Part 2, Col. 5, Line 7)
30. Affiliated mortgage 10ans ON Al ESIALE...........ccovivereiiericeeesceieeens | e | eoreressssssesssesessssesessseses | cresssissesssssessssesesssssesins | essssesssissessssesesssssessssess | nesesssissesessesesssssessssesenns
31, All other affiliated............vvverreeeireieriereseres s | cereereseeeens 70,835,625 |.....ccoveneen. 67,828,768 |.......cccoo.... 56,008,811 | ...covvrnrennn. 52,835,985 |....cccovvvenn. 50,601,683
32. Total of above Lines 26 0 31.......ccvurueerirnnsrrisnerissninssnessessssnssssesssnesseseas | sserssssesenes 77,690,190 | ...coooverernee 68,118,062 | ......cooceeeen. 56,008,811 | ...ccoovrrreree YRRl — 50,601,683

2006 has been restated due to the merger [except for Line 15], but 2005, 2004, and 2003

have not been restated.
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SCHEDULE D - SUMMARY BY COUNTRY
Long-Term Bonds and Stocks OWNED December 31 of Current Year

1 2 3 4
Book/Adjusted Par Value
Description Carrying Value Fair Value Actual Cost of Bonds
BONDS 1. United States......ccoovvvveiene | verrrernrerireireinns 13,042,505 | .coovvveeirrininne 13,583,401 | .ovoverrrreieninne 13,041,347 | oo, 13,000,000
Governments 2. CANAGA. ... | et | et eb ettt ettt eaae | sebebiee st bbbttt bies | cesenb et bbbttt
(Including all obligations guaranteed 3. Other Countries........c.ccouveuus
by governments) 4. Totals....ccooeiereireriersiienine
5. United States..........cccccevenee.
States, Territories and Possessions 6. Canada.........cccoervrunererrnrns | e
(Direct and guaranteed) 7. Other Countries........c.ccooveuus
8. Totals
Political Subdivisions of States, 9. United States..
Territories and Possessions 10. Canada........ccoocerevevvrineennns
(Direct and guaranteed) 11. Other Countri€s..........ccooccuu
12. Totals......
Special Revenue and Special Assessment 13. United States.........ccocuueee.
Obligations and all Non-guaranteed Obligations 14. Canada
of Agencies and Authorities of Governments 15. Other Countries...................
and their Political Subdivisions 16. Totals......ovirerniniiiiicinninns
17. United States.........cccccveenee.
Public Utilities 18. Canada
(Unaffiliated) 19. Other Countries...................
20. Totals....oorevrrririrreriinnins
Industrial and Miscellaneous and 21. United States........cccceuvrunne
Credit Tenant Loans 22. Canada........ccoouevienerrneennes
(Unaffiliated) 23. Other Countries...................
24, Totals. ..o
Parent, Subsidiaries and Affiliates 25. Totals
26. Total Bonds... 144,836,970 |.... .146,518,282
PREFERRED STOCKS 27, UNIEA SEALES......ouvverivciieis | erireiiieieieiseiieesssiseieees | ceeesees e
Public Utilities 28. Canada
(Unaffiliated) 29. Other Countries..
30. TotalS. ..o
31 United States
Banks, Trust and Insurance Companies 32. Canada
(Unaffiliated) 33, Other COUNTIES.....cuevieriirs | crrereissiasiessssssiessesssssssesssssees | arressessssessessassssssassesssssnsesess | sesessessessssessessessssassessessnsassans
34. Totals
35. United States
Industrial and Miscellaneous 36, CANATA. ...t [ ettt enns | seesest ettt ents | sesesteee ettt nr st
(Unaffiliated) 37. Other Countries...................
38. TotalS....ocrrerrenrenriseieisnens
Parent, Subsidiaries and Affiliates 39. Totals.....covuwirrirnririrerianines
40. Total Preferred Stocks......
COMMON STOCKS 41. United States
Public Utilities 42.
(Unaffiliated) 43
44.
45
Banks, Trust and Insurance Companies 46.
(Unaffiliated) 47
48
49,
Industrial and Miscellaneous 50, CANATA. ... | ettt | bbb
(Unaffiliated) 51.
52. 1,515,559 | .o 1,515,559
Parent, Subsidiaries and Affiliates 53, TotalS....ccveiieririrceriiieisis | e 6,854,565 |....ccccoceiriennnad 6,854,565
54. Total Common Stocks....... | .....cccccovvune.e.e. 8,370,124 | ......ovvevrn 8,370,124
55. Total StOCkS.....coueuuremseeessnes [ corereriririniriniinnnas 8,370,124 | ..o 8,370,124
56. Total Bonds and Stocks....|........ccccoceene. 153,207,094 |....cccovvvvvrrnen. 154,888,406

B w N -

. Increase (decrease) by adjustment:
4.1

4.3 Column 15, Part 2, Section 2.........
44 Columns 11-13, Part4.....
5. Total gain (loss), Column 19, Part 4

6. Deduct consideration for bonds and stocks disposed of, Column 7, Part 4.....

Columns 12-14, Part 1.
4.2 Columns 15- 17, Part 2, Section 1..............

SCHEDULE D - VERIFICATION BETWEEN YEARS

Bonds and Stocks

. Book/adjusted carrying value of bonds and stocks, prior year............cc.cc........
. Cost of bonds and stocks acquired, Column 7, Part 3
. AcCrual Of dISCOUNL.......couvviecieieecie s

(1,659,712)

21,240

46,507,647

338,667,108

136,242

(1,638,472)

Prior year amounts have been change to reflect merged balances.

463,912

230,851,739

32

7. Amortization of Premium...........ccccveveeerieresieee s
8. Foreign exchange adjustment:

8.1 Column 15, Part1......cccccovvvvvnnee

8.2 Column 19, Part 2, Section 1.......

8.3 Column 16, Part 2, Section 2.......

8.4 Column 15, Part4.......ccccevva.
9. Book/adjusted carrying value at end of current period.................
10. Total valuation allowance.....
11. Subtotal (Lines 9 plus 10)....
12. Total nonadmitted amounts............c.ccccvevveereenes
13. Statement value of bonds and stocks, current year..

77,604

0

153,207,094

153,207,094

3,874,760

149,332,334
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SCHEDULE T - PREMIUMS AND OTHER CONSIDERATIONS

Allocated by States and Territories

State, Etc.

Is Insurer
Licensed?

(YES or NO)

Direct Business Only

2

Accident
& Health
Premiums

3

Medicare
Title XVIII

4

Medicaid
Title XIX

5
Federal Employees
Health
Benefits Program
Premiums

6
Life & Annuity
Premiums and
Other
Considerations

7

Property/
Casualty
Premiums

8

Total
Columns
2 Through 7

9

Deposit-
Type
Contracts

© NSO =

OGO OIOT OO AR A DD R DA DD WWWWWWWWWWRNRNNRINRNNNRDRMNS o o 2 a a2
COWP®ADIOARLODNDN 2O O0O®ANIDARONDN 2O O0OO®ANDAREOND SO O©OO®NDARWON SO O©®®NRWOND 2O

Arizona
Arkansas
California
Colorado
ConNeCtiCUt..........ccvvveveeierireie e
Delaware
District of Columbia..
[T To - TSSO
LCT-ToT o - R

HaWai. v

Maryland......
Massachusetts.
Michigan......

Minnesota........cccovvvevviereeiieiieeine MN]|....
MiSSISSIPPI......cvervrererieerieieieieienas MS|....

MISSOUFI.....vvervcverirereieereseeees e
Montana
Nebraska
Nevada.......ocoverevereieie e

New Hampshire........cccooeeeveneniennnns NH|....
NEW JEISEY.....covverreieieiriieiereiseieane NJ|....
New MEXICO.......cocreueurirererriiriieieinenne NM]|....
NEW YOrK......oovvevrinieieineneieceins NY |...

Wyoming..
American Samoa.

U.S. Virgin Islands..........c..cocrrrnrerrennc.
Northern Mariana Islands
(07 - - O
Aggregate Other alien
Subtotal
Reporting entity contributions for

Employee Benefit Plans.............cccooveenee
Total (Direct BUSINESS).........ccrvverrerrerrrenns

...2,153,459,168 |..

1,990,297,792

....... 9,206,031
1,999,503,823

...91,700,331

...2,153,459,168

........ 9,206,031
...2,162,665,199

DETAILS

5898. Summary of remaining write-ins for line 58
5899. Total (Lines 5801 thru 5803 + 5898) (Line 58 above)...

Explanation of basis of allocation by states, premiums by state, etc.

(a) Insert the number of yes responses except for Canada and Other Alien.
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SCHEDULE Y — INFORMATION CONCERNING ACTIVITIES OF INSURER MEMBERS OF A HOLDING COMPANY GROUP
Eluegrhqs% PART 1 - ORGANIZATIONAL CHART
ue Shiel

i SUBSIDIARY & AFFILIATE ORGANIZATION CHART

A nonprofit corporation and independent licensee
of the Blue Cross and Blue Shield Association

BLUE CROSS BLUE SHIELD
OF MICHIGAN
EIN 38-2069753
NAIC 54291, Group 572

|
Accident Fund Insurance] Health Care Exchange, LifeSecure Holdings Michigan Health Blue Care Network Blue Care of Michigan,
Company of America LTD. Corporation Insurance Company of Michigan Inc.
EIN 38-3207001 d/b/a DenteMax EIN 20-1420821 EIN 20-0547500 EIN 38-2359234 EIN 38-2536979
NAIC 10166, Group 572 EIN 38-2612298 NAIC 11946, Group 572 NAIC 95610, Group 572 NAIC 52037, Group 572
United Wisconsin
Insurance Company
d/b/a United Heartland .
EIN 39-0941450 L'feseé”re Insurance BCN Servi Blue Cross and
o NAIC 29157, ompany ervice Blue Shield of
N Group 572 Wi EIN 75-0956156 | Company Michigan Foundation
NAIC 77720, Group 572 EIN 38-3134881 EII\QIJ 38-2338506
Accident Fund General
Insurance Company
EIN 20-3058200
NAIC 12304, Group 572 ) o
BlueCaid of Michigan
Accident Fund National | EIN 32-0026448
Insurance Company NAIC 11557, Group 572
EIN 20-3058291
NAIC 12305, Group 572
Third Coast Insurance
Company
EIN 36-4072992
NAIC 10713,
Group 572 IL
CWI Holdings 2006
CWI Holdings, Inc. Statutory Trust |
EIN 52-2414206 EIN 32-6057193
NAIC 12177, NAIC 12177,
Group 572 DE Group 572 DE
Blue Care Network* Blue Care Network*
Howard Sé:i?;;gsurance Medical Malpractice Stop-Loss and Casualty
- EIN 72-1615795 Self-Insurance Trust Self-Insurance Trust
NAIC 12177, EIN 38-6561861 EIN 38-6561862
Group 572 CA . . . R
* Blue Care Network of Michigan participates in these Trusts for self-insurance purposes.
[CompWest Insurance Co
EIN 20-1117107
NAIC 12177,
G 572 CA
Subchart Schedule Y as of 12/31/07 rev. roup

All entities that do not reflect a particular state abbreviation are domiciled in Michigan.
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